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East German 
resignation 
comes as a 
blow to Kohl 

Mr Wolfgang Schnur, 
of Democratic Awakening, one 
of the parties in the East Ger- 
man centre-right Alliance for 
Germany, resigned over his 
links with the Stast secret 
police. 

The news overshadowed 
a triumphal final pre-election 
rally for West German Chan- 
cellor Helmut Kohl In Leipzig. 
Page 16 

Role for Poland 

The two German states and 
the four Second World War 
allies - the US, Soviet Union, 
Britain and Francs - agreed 
to involve Poland in talks 
about German unification. 
Page 16 

Arms talks resume 

Nato and Warsaw Pact diplo- 
mats today resume talks in 
Vienna on reducing conven- 
tional forces despite Increasing 
- uncertainty about how German 
unification will affect the out- 
come. Page 3 

EC compromise 

The European Parliament pro- 
duced an expensive compro- 
mise over where it should 
meet! Twelve plenary sessions 
a year will be held in a new 
Strasbourg building but it will 
also rent facilities in Brussels 
for additional meetings. 

New Jobs for &5m 

Some a5m new jobs have been 
created In the European Com- 
munity since 1984, European 

nn unminwinn ntHdalg mifl . 


Business Summary 


MCA to take 
over Geffen 
Records in 
surprise deal 

MCA, Mg Hollywood 

entflr terinnrent group whfah 

controls Universal Pictures 
and one uT America’s biggest 
record companies, surprised 
the US music industry by sign- 
ing a definitive agreement to 
buy Geffen Records and its 
music publishing businesses 
in a deal worth more than 
3500m to David Geffen, chair- 
man and founder. Page 17 

MARKETS: The London Metal 
Exchange took steps towards 
cooling down the lead market, 
where the premium for cash 
lead over metal for delivery 
in three months has reached 
unprecedented levels. Com- 
modities, Page 30. In Tokyo 
the Nikkei average foil 268.44 

Lead 

Cash metal (£ per tame) 

800 


Gorbachev wins battle for sweeping executive powers 


By Quentin Peel in Moscow 

THE WAT was cleared 
yesterday for Mr Mikhail Gorb- 
achev to become the Soviet 
Union's first executive Presi- 
dent, armed with sweeping 
emergency powers to deal with 
the country’s economic and 
political crises. 

However, this came only 
after dire warnings that a 
national election campaign 
could precipitate a civil war. 

Mr Gorbachev was left as the 
single candidate for election by 
the Congress of People’s Depu- 
ties, the supreme constitu- 
tional authority, after a sensa- 


tional day, which saw Mr Niko- 
lai Ryzhkov, the Soviet Prime 
Minister, threaten to resign 
together with Ms government 
Mr Gorbachev was forced to 
use secret threats of his own 
resignation to persuade radical 
deputies not to insist on a 
nationwide polL 
A call for direct elections 
was defeated with 45 votes 
more than the two-thirds 
majority the Soviet leader 
needed. Both alternative presi- 
dential candidates - Mr Ryzh- 
kov, and Mr Vadim Bakatm, 
the Interior Miniator — then 


withdrew. The official result cf 
the vote win be announced 
today. 

Earlier, Mr Gorbachev’s 
aides summon ed lea ding radi- 
cal deputies to warn them that 
the Soviet leader would resign 
rattier call direct presi- 
dential elections given the 
explosive political atmosphere 
in the country. 

Mr Gorbachev also allowed a 
string of concessions in the 
powers of the presidency, *s 


reassure supp orter s of greater 
democratic reforms and dissi- 


dent nationalists in the non- 
Hnsgjjiy i republics and regions. 

Just before the vote. Acade- 
mician Dmitri Likhachev, 
father cf the Congress, a for- 
mer stalinist detainee, and the 
conscience of the nation since 
Dr Andrei Sakharov’s death, 
made a passionate appeal to 
elect Mr Gorbachev without 
delay, and to let him remain 
Communist Party leader. 

“Our country is swept with 
emotion," be said. "Under the 
circumstances, a direct elec- 
tion of the president will lead 
straight to a civil war." 


Mr Anatoly Sobchak, a radi- 
cal Leningrad lawyer, was per- 
suaded to drop his objections 
to direct presidential elections, 
and so swing many other radi- 
cals the president. 

Mr Ryzhkov, whose powers 
as Prime Minister will be 
embed by the new presidency, 
rounded an his critics, and 
offered the resignation of the 
entire governm ent, i f the Con- 
mess fid not stop critic isi n g 


His speech gave the first 
public hint of deep strains 
within the Soviet Government. 


Yet Ml; 

a devoted ftatawer of Mr Gort>- 
aebev, although a much more 
cautious and conser vative fig - 
ure, t hen insisted on withdraw- 
ing his own candidacy. 

Despite the absence of rivals, 
Mr Gorbachev still faced so me 
sharp criticism from the floor , 
both openly from radical depu- 
ties, and, between the lines, 
from conservatives, and one 
army officer. 

gyrf German ffTTfr**** leader 
resigns; Poland to take part Lu 
talks. Page 16 
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rr 1 1 A Yon 



Tokyo accelerates 
efforts to ease 
US trade frictions 


120 


Iraq snubs UK 

Iraq rebuffed an offer by Brit- 
ish Foreign Secretary Douglas 
Surd to meet .Breadent Sad- . 
dam Hussein in Baghdad and 
discuss the fete cfEarzad 
Bazoft^ the London-based jour- 
nalist sentenced to death an 
spying charges. Page 4 

Mongolian r efor m 

MongriKa’a ruling co mmunis t 
party elected a reformist leader 

and relinquished its G6-yearold 
monopoly an power, paving 
the way for possible demo- 
cratic elections. Page 4 . 

Last- m inute rush 

Thousands of Romanians 
swa r med into Austria in a 
last-minute race to beat visa 
curbs as the Vienna Parlia- 
ment debated controversial 
new entry rules. 

Pakistan accused 

Afghan Foreign Bfinister Abdul 
Wakil accused Pakistan of 
organising the foiled coup 
against President Najibullah 
last week. 

Driver saves fives 

A London underground train 
travelling through a tunnel 
in the wrong direction only 
avoided collision with a sta- 
tionary train jammed with 800 
passengers because of quit* 
thinking by a driver. Page 8 

Durban murder 

A senior white South African 
riot unit officer shot dead in 
hfe car near Durban was 
among four fatalities, 39 inju- 
ries and 37 arrests reported • 
in a wave of arson, and murder. 
Budget shift. Page 16 

Mother, aged nine 

has glvenUrth to a healthy 
boy. Both children are doing 
well. 

Manchester’s bid 

Manchester, in north-west 
England, announced its bid 
for the 1996 Olympics. Plans 
includes £50Qm (3800m) star 
dium development. Page 8 

PoWs set fre e 

Twenty Egyptians captured 
fi ghting for Urn® during the 
Gulf war flew mime to Cairo 
following their release by Iran. 

That ’B do nicely 

France is to receive a large 
coTIqdfrm of Pablo Picasso’s 
works in lien of death duties 
on the estate of the artist's 
widow, Jacqueline. 


at 32^5213, taking its decline 
over the past three days to five 
per emit. US equities traded 
quietly In a narrowly mixed 
range after starting the day 
an a st r onger note following 
a rebound in the band market 
Back page, section n 

SOUTH Africa: Switch in 
spending from defence to social 
welfare programmes for blacks, 
coupled with concessions to 
white taxpayers, was unvefied 
in the 1SS041 budget Page 16 

mtrliSW flnw rmwwrt la pi«h. 

ing hard in Brussels for Europe 
to adopt a common policy for 
the control of takeovers based , 
on the UK modaL Page 2 

FIAT, Italian car maker and 
the country's largest industrial 
concern, said it was suspend- 
ing production at some plants 
with about 56,000 workers laid 
off because a strike by truck 
drivers had cut supplies of 
parts. Page 2 

TRADE: Economic framework 
agreement will be signed 
between Mexico and Canada, 
aimed at laying the basis for 
expansion of trade and invest- 
ment flows. Page 5 

EUROPEAN companies are 
planning more investment 
mergers and joint ventures 
to prepare for 1992. Page 3 

THAILAND: Higher interest 
rates appear inevitable after 
rises in inflation and indica- 
tions the Government may 
have to concede a rise in mini- ; 
mum wages. Page 4 i 

pBATTf. - Ttanlrn and financial 
markets closed after specula- 
tion over Brazil’s imminent 
economic package. Page 6 

yvCT frtT phar maceuti ca l 
group Institut MCrleux, con- 
trolled by Rhdne Poulenc, dis- 
missed the entire senior man- 
agement of Connaught 
EdoSciences less than three 
months after taking control 
nf the C anadian ’paccfo e 
makear. Page 17 

Toys R US, trig US chain of 
toy stores, announced another 
record year, in spite of flat 

pamfng s fn tlw sawrnd and 
third quarters. Page 18 

ROVER Group, vehicles sub- 
sidiary of British Aerospace, 
only barely improved its slen- 
der profit margin last year and 

remained one of the least prof- 
itable car makers in Europe, 

Page 26 

NOVO Norilsk, Danish phar- 
maceuticals and enzymes 
group, announced a 10 per cant 
rise in pre-tax profits foam a 
.pro forma DKr953m ($145m) 
m 1988 to DKrLOSbn in 1989. 

Page 19 


By Ian Rodger in Tokyo 

THE Japanese Government 
saying that trade friction 
threatened a crisis in relations 
with the US, yesterday dramat- 
ically speeded up its efforts to 
respond to Washington’s 
demands that Japan broaden 
access to its markets. 

Mr Toshiba Kaifa, Prime 
Minister, summoned Mr Kabun 
Muto, Minister cf International 
Trade and Industry, Mr Ryn- 
taro Hashimoto, Finance Minis- 
ter, and Mr Taro Nakayama, 
Foreign Minister, to a late 
evening n mating to work out 
firm proposals to ease the ris- 
ing team 

-"The "move reflected recogni- 
tion by Japanese Government 
leaders that whatever the mer- 
its of US demands, a substan- 
tial response was required 
urgently. 

Mr Nakayama said in an 
tmusnally candid statement: 
"We should recognise fins as a 
matter of orfaie control in the 



5,000 jobs to go 
at SmithKline 
Beecham group 


national interest," Mr Nakay- 
ama said. Mr Robert Mos- 
bacher, US Commerce Secre- 
tary, meeting Mr Muto in 
Tokyo yesterday for an agree- 
ment an some trade measures, 
was quoted as telling him that . 
the two countries faced hurdles 
which they should overcome to 
establish a global partnership. 

In separate talks with Mr 
Nakayama, he urged Japan to 
rapidly solve bilateral trade 
problems Which ttirantenud to 
damag e the US-Japan relation- 
ship. 

The US is-pursuing trade 
issues with Japan on two lov- 

• In the content of the 
so-called Super 801 Provisions 


of the 1988 Trade Act, it is 
seeking the opening of Japa- 
nese market s in th ree specific 
sectors — supercomputers, sat- 
ellites and forest products. 

• Under the Structural 
Impediments Initiative (SH) 

launched by the tWO «*« mn>r!aa 

last summer, it is demandin g a 
strengthening of Japan’s anti- 
monopolies law, tbe removal of 

im pedim ents to expansion of 
large-scale retail stores and 
greater public works spending 
by the Japanese' Government. 
The two governments have 
agreed to submit proposals for 
removing structural impeefi- 
mente to - trade ~in an ™«m 

report on their talks early nest 

Continued oar Page 16 


“Hutt mm mH n y hi. 

the US Congress against the 
huge Japan-tJS trade imbal- 
ance can be said to be hx a hair 
trigger situation- Deterioration 
of sentiments towards Japan 
appears to be spreading nation- 
wide in the US.” 

- The minister said protection- 
ist sentiment in the US was 
becoming so strong that it 
threatened not only roe US-Ja- 
pan relationship but also the 
collaps e of th e multil ater al 
trading system. 

That would bring "an 
unfathomable loss toJapan’s 




Robert Mosbaeha% US Commerce Secretary OeftX wtth Japanese 
Foreign MhrtsterTaro Nakayama at the start rf-foflM yesterday 


F oreign investment in US rises 
by $61.3bn to record $390.1bn 


By Paler Ridden, US Editor, in Washington 


FOREIGN ownership of US 
businesses and property rose 
by a record 36L8tm last year to 


calculations US holdings over- 
seas wa re wo rt h arou nd >785bn 
against ftjrdgxi frw p^hii^fitii in 


a total of K8ftlbn, according to . the US of S46Gbn. 


Commerce Department figures. 
By contrast, direct investment 
overseas by US companies rase 
much more slowly, by 33831m 
to 335&2bn. 

The increase in foreign 
investment in the US com- 
pared with $58^bn in 1988. The 
figures cover investments in 10 
per cent or more of equity. 

The British last year contin- 
ued to increase their lead as 
the largest direct investors in 
the US “ Tafaring fhrti- hrilrting ia 
by nearly 321bn to $ 122 JJbn. 
The largest acquisition was of 
■ SnrithKRne Beckman by Bee- 

pham 

However, the Commerce 
Department figures are some- 
what misleading since they 
show totals at book value. 
Since much of the US invest- 
ment was Tnmto some tfw" ago 
it is worth more at market 
value. An analysis by the Asso- 
. raatinn farTirtu rnaHnnal Trre wBt. 

ment, a group arguing for free 
investment flows, notes that on 
the basis of Federal Reserve 


A striking feature of the late 
1980s has been the dominance 
. of Brit ish investment, account- 
ing for 31 per cent of the total 
at the end of 1389, against 18 
per cent a decade earlier. 

XfMnirfw-iiirlTig ffy q iin fai for 

more than a third of British 
investment «nH the big change 
has been the increased stake in 
the petndeum industry (nota- 
bly BP’S purchase of Sahio). 

During the 1980s, British 
investment rose from 39Bbn to 
3l22.8bn, compared - with an 
increase from 923.7bn to 
S58Jflm in US holdings in 
Britain. 

Total British investments 
are roughly , doable the size of 
even the rapidly growing Japa- 
nese holdings which have 
caused so much, wanwimt and 
cri ticism wit hin the US. ■ 

Japanese' Timw t 

than a third in. wholesale 
trades such as motor distribu- 
tors, rose during the 2980s from 
a value of S3-5bn to 36&lbn. By 
contrast, US investment in 


Japan Increased from 36 J2bn to 
3171m. 

The other large direct inves- 
tors in the US, ranked by size 
of i n vestments at th» and of 
1989, have been the Nether- 
lands with $55.7bn, Canada 
: with $29.7bn and West Ger - 1 
many with 32&9hn. 

Investment by the French 
jumped by a half last year to a 
total of »17.1hn. 

On a regional basis, the 
southeast and the south-west 
of the US have the largest 
amount of foreign investment, 
with, in order of states, Calif- 
ornia, Texas, New York, 
Alaska and Louisiana. Mmu. 
factoring has attracted the 
largest investment, though far- 
elgn -ownership of us hsniririg 
assets rose from 10 to 20 per 
cent dnrfng the Hfrrflrio 

The scale, and in particular 
the rate of increase, of such 
investment has led to much 
debate on Congress about pos- 
sible restrictions, strongly 
Opposed by the Bush Adminis- 
tration, and suggested 
increases in reposting require- 
men tB aim ed specifically at for- 
eign owners. 


Ways of General Stroessner linger 
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Britain’s Foreign Secretary 
invigorated by the challenge 

It has been said that 
Douglas Hurd was 
bom to be Foreign 
Secretary. And every 
week in the position 
only seems to rein 
force that im press! on. 
Page 8 
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Pressure on 
interest rates 
continnes 
to increase 

By GtaCan Wagstyl in Tokyo 

MS TABU SHI MIENO* 
gover n or of flw Bonk of Japan, 
was due to return to Tokyo 
today after a week-iang visit 
to Europe, amid speculati o n ; 
that he plans to raise interest 
rates in order to restore confi- 
dence In Japan** financial 
ma r k ets. 

Whan Mr Hod left, some 
policy plaomcrs hoped that, 
after faffing sfeaipJy since the 
-begfamtog-of toe year, Jspa- 
nesa ateSs, bonds and ft* yen 
were at test showing signs of 
ridiOshg. 

Mr Mtano’s absence incraae- 
ing pressure for an increase In 
the Official Dterooiri Rate, the 
key shortterm rate. . . 

The yen, which stood at 
about TLS0 to the US dafiar a 
week ago, has dropped sharply 
— at one point touchin g its 
lowest level for three years; 
and chasing in Tokyo^jester- 
dayattlBUO. 

The inaMBty of toe central 
bank tohoMtoe Hue at Y1S0, 
Con t b ra ed on Page 18 
World Stock Markets, 
FageBS ... 


By Polar Marsh In London 

SMITHKLINE Beecham, the 
Anglo-American pharmaceuti- 
cals and consumer goods amt- 
pony formed after a £&5bn 
(39.7hn) merger lost Jtaly, sibnsn 
to cot its cdobal wmkfor ce far 
30 par coat, or roughly SjQOO 
jobs, over the next two years. 

» will aim f- fonfl 60 of Its 

worldwide manufacturing, 
a dm in istrat ive and distribution 
sites. 

The group had been expected 
to wifm down its combined 
operations as a-xesutt of the 
merger, which made- it ana of 
the world’s top three pharma- 
ceutical companies together 
with Metric and Bristol-Myers 
Squibb, both of the US. 

- SmithKline Beecham 
announced the cutbacks in 
nnvufZfog pre-tax profits for 
1 900 o f £324m, up 3 par cent o n 
the notional sum of £703m 
achieved for. J968, when the 
company existed as iwpamto 

Tiniln. 

These latest profits were 
heU bade by a huge interest 
payment of m 

inait* tefam «in* fff H«M» nf 

the merger. The g ro w was 
farmed fores the bopibuMtiori 

qgftBdtodtehrti Bpwetonn^- 

■ AnsteSte said yesfispfcff ttiqr 
were dtesppototed at the sttaH 
bstsee n a in jastax profits aid. 
the huge hugest payment for 
2989, indicating a afar Jerri of 
debt. On the London stock 
market, the company's shares 
dropped 30p, dosing at 500p. 

The company also 
aanmmciid restructuring costs 
of fSOOtn arising front the con- 
solidations planned over the 
■next few years. It will dose 
sites and canzUne operations 
such as research anti develop- 
ment and drugs marketing. 

_ Mr Bob Bauman, execu- 


tive, said he was confident tihat 
the company would regain the 
money within three years. 

He was disappointed ’with 
y flrio tif «mrparrv ■ per- 

formance since the merger, 
chiefly the teck of progress in 
—rang its cosmetics dirristoo. 
Theconzpany has been fjeeking 
boyms tor several mraa^hs and 
it is thou^it that the unit 
could fetch between 1350m and 
£400m. 

The renmoHm unit eundovs 
about 7,980 of the company’s 
total workforce of 62,000. 

SmHhltHia fturiwm is p2ao- 
nfng its 10 par cent oronfi job 
cut after allowing for the 

pjanrwri < W <t pr mn |) of fth dtvt 

Mr Bimmsm aisas aid that 

rtw ' mwag r H iifral l A rw a fo r l ft lt 

d b riatop had pesformed pooriy 
test year, but: “We are acting 
aggressively to deal with this.’* 
v Ton tbe subject of other possi- 
ble cHspossts, Mr Wmwmw said 
the gro«m was consfatering the 
sale of several . smalLseuing 
brands, mfitwlT pbarmacsntf- 
cals. . . 

The enmpany also recently 
put up for rate toe pact of the 
group making Its Manaite. 
iaiwsds* jm Fanil food 
Inuk ft arid several compa- 
nies had shown interest and Jt 
was thought the sale could 
fetch £U0m to £15Qm. 

(koap rales increased fay 14 
per cent, from £L3bn to £L9bn. 
Profit at the trading level, 
before the interest payment, 
increased by 12 per cent from 
£728m to £818m. 

Growth in earnings per 
share was static, few figure 
turned oat again at 3 6&. The 
final divideod of 33p per share 
brings the total for the year to 
52 p. . 

Lex, Page 16 


WE WONT 
ASK YOU TO FLOAT 
BEFORE YOU 


Some -venture capital companies can’t 
afford to mates long term investments as they 
don’t have die depth oCfituodal j eso cr ces 

as Gre^iam Trust. 

lb make sure of a toon term gain they 
may push you to ward s flotation before your - 
co m pany is really ready for it. 

With Gresham Trust there is no jumping 
in at the deep end. Twenty-five years of experi- 
ence has taught us char long term m vestments 
give a better return in the end. 

Both for us and for you. 

We’re prepared to handle deals between. 
£250,000 and £25 mHlion. 

If you’d like more, information contact 
Trevor Jones on 01>606 6474, or if you prefer; 
speak first to your fmanriat advisee 

Gresham ’Bust pic, Barrington House, 
Gresham Street, London, EC2V 7HE. 

Gresham Trust 

VENTURE CAPITAL 
MANAGEMENT BUY-OUTS 

A MEMBER Of T H E. SECU R I TIES ASSOCIATION. 





l >*tflcr&a « 4 »(I 6 s H C*t 1 Q p o M‘UP< 9 l 0 Q.QM t» B P» CtttC 55 B B I 


FINANCIAL TIMES THURSDAY MARCH 15 1990 


EUROPEAN NEWS ■ ■ - ■ — 

] Ryzhkov accused over tank export scandal Counting the cost of 

- By Quentin Peel in Moscow ✓N • p* a * 


MR Nikolai Ryzhkov, the 
Soviet Prime Minister, threat- 
ened to resign along with his 
government yesterday, after a 
simmering scandal over the 
illicit export of tanks and pre- 
cious mehxls exploded in the 
Congress af People’s Deputies. 

In an eictraordinary emo- 
tional outburst, he also 
rounded on .Mr Mikhail Gorba- 
chev, the Soviet president, 
demanding to know why he 
had allowed allegations linking 
him to the scandal to be spelt 
out before the entire assembly. 

In the end, however, he 
received a thmnderons ovation 
from toe assembly, summoned 
hi emer ge ncy sess ion to create 
a new executive state prasi- 
dencv. after he denied any 
wrongdoing in toe government 
in connection with the affair. 

Mr Ryzhkov, w ho is as popu- 
lar as Mr Gocbanhev, althoug h 
a Car less articulate advocate of 
reform, was summoned to the 
stand to answer a charge that 
he had signed toe approval for 
a state-backed co-operative 
venture, called ANT, to get 
involved directly in foreign 
trade operations. 

The venture was apparently 
involved In molti-miuion rou- 
ble deals to export surplus 
Soviet raw materials, indnding 
precious -metals, in exchange 


for urgently needed consumer 
goods for the Soviet matket 

Then ft was caught earlier 
this year attempting to export 
a dozen Soviet T-72 tanks 
through the port of Novoroe- 
sisk, without any documenta- 
tion, in what was triumphantly 
exposed as a criminal venture. 
The crime was blamed by 
opponents of Soviet economic 
reform as an example of the 
penaltim of allowing coopera- 
tive ventures too ranch, free- 
dom. 

Mr Ryzhkov himself 
mifwmitaHd tt»gt the affair was 
a major scandal, and pubUdy 
censored a string of deputy 
government ministers for 
apparently sanctioning Elicit 
export ventures. However in 
recent days it has become 
increasingly apparent that 
ANT was no ordinary coopera- 
tive, but actually an entirety 
government-backed venture. 

Yesterday the whale aflfcir 
exploded once Again when Mr 
Anatoly Sobchak, a leading 
people’s deputy from Lenin- 
grad, and a lawyer, made a 
statement to the Congress to 
him«»if against accusa- 
tions by Party conservatives 
that he was receiving finance 
from co-operative ventures. Be 
turned from defence to attack 
by revealing new details of the 


ANT affair, jmnnfinrfng 1 Hurt 
Mr Ryzhkov had personally 
signed the export licence, 
along- with other leading mem- 
bers of the Soviet govern m ent, 
fnriuding Mr Ateksander Vla- 
sov, the prime min i ster of the 

Bnwi»in fjpf k- mHAn. 

He said that the whole opera- 


tion was headed by a man with 
intimate links to the KGB, ami 
that toe documents -revealed 
that the KGB was empowered 
to protect the venture's "eco- 
nomic sec urity *. 

A string of other ccntro v en- 
siat if not illegal, ANT exports 
have been exposed: they 
included 20 ton new of nickel 
ami 70 tames of copper at Mur- 
mansk, described as scrap 
metal in toe export documents; 

and 50 faming of nupiMawm 

ingots in toe port of Nakhodka. 
Subsequently, the press has 
published riFfertlq nf n Hwr 
exports of ldgh-value metals 
and minerals identified as 
scrap. 

KflrWpr iinflHw wxflwil dep- 
uty. Mr Nikolai Trafkin. sun- 
porting the candidacy of Mr 
Gorbachev for the presidency, 
demanded that he fefca A ction 
against the "gangsterism of 
Ministers” who had been 
involved in e x p or t i ng tanks, 
ami Communist Party mem- 
bers now deeply involved in 



German unification 


Uniting the two Germanys could mean inflation 
in the West and unemployment in the East, argue 
Robert Z Lawrence and Warwick J McKibbin 
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Under fins Nfknlaf Eyzfcov, overlooked by President Gorbadiev, 
defends him raff hi toe Congress of People's Deputies yesterday 


dn biCT* traA> twmflurHwwi. 

The naming of Mr Ryzhkov 
caused a sensation in the 
house, and he almost wept in 

his rriartfcm nf tha nj-ra i aati o n fl 

- although not denying that he 
had signed the export licence. 
He then rounded on all the 
critics of the Soviet govern- 


Fabius favourite to control Socialists 


By Ian Davidson in Paris 


BALDING, baby&ced and only 
43 j r ears old, Mr Laurent 
Fabtais stHl looks like a narrow 
favourite to seize control of the 
French Socialist Party at its 
four-day congress which opens 
in Renoes today. 

But the contest is far from 
settled amd Mr Pierre Mauroy, 
the veteran socialist who holds 
the post of First Sec retary of 
the party, may wall succeed In 
warding off the Fabius chal- 
lenge by the tone the congress 
doses. 

At stake at the congress is 
Ur Mauroy's party poet But 
the longer-term implication of 
the contest is that, ft is per- 
ceived to be an advance indica- 
tor of the party’s selection of 
its candidate for the Presiden- 
tial election in five years. 

In reality, there is nothing 
Anal about the contest at 
Rennes, since congresses are 
held every two years. When Mr 
Lionel Jospin stepped down 


from foe job at the last occa- 
sion, in 1988, after seven years' 
service during President Mit- 
terrand's first term, Mr Fabius 
was generally expected to take 

his piarp 

Mr Mauroy’s victory then 
was a surprise to many and a 
serious disappointment to Mr 
Patens' ambitions. 

By the same taken a Mans 
victory at this coug r eaa would 
not be final, though a second 
defeat would be a significant 
blow to his prospects. 

Apart from Mr Fabius, three 
leading party figures are ga i o r- 
ally considered to be "pcemden- 
tiable.* In *h» hwH H nnai main- 
stream of the party is Mr 
lionel Jospin, 62, former First 
Secretary and now Minister of 
Education, who is allied at the 
congress with Mr Mauroy. 
Then there is Mr Michel 
Rocard, 09, the Prime 
who has long beaded a minor- 
ity rfaw on 0m social-demo- 


cratic flank of toe party. As a 
dark hone, them is also Mr 
Jacques Defers, former French 
Finance Minister and now 
President of toe European 
Gonmdssten, who at fids con- 
gress Is playing a discreet sup- 
porting role hrfifaMi toe Mau- 
roy-Josptn alliance. 

Preparatory voting at the 
grassroots p arty federations 

put Mr r ^hfrm amd Mg rlwn 

fractionally ahwafl of the Mao- 
roy-Josptn team, but with less 
hm» 3q per w d ato their 
totals are for short of any guar- 
antee of victory. 

Mr Rocard’s dan trails with 
less than 25 per cent, which 
has d fam p e dmeJ Mi 
though it would deadr give 

ii m | ■■ ■hiii u<| 

gaining power in toe event of a 
carve-up. 

hi the perspective of the next 
Presidential election, Mr 
Rocard has two large assets: he 
e n joys the public j n wi f u mwg 
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most, saying it was impossible 
to rule in toe present 
of public hostility. 

"Why are you always giving 
the floor to Mr Sobchak," he 
demanded of Mr Gorbachev 
himself, implying that the 
Soviet leader might have been 
behind the accusations. 


THE discussions about the 
foture of East Germany are 
almost uniformly optimistic 
about its long run growth 
poten tial. Most observers 
believe that by combining 
Western ' market methods and 
capital with toe Teutonic 
todustriousness of East Ger- 
man labour, East Germany win 
inevitably co nv er ge to West 
German productivity levels. 

But there is nothing inevita- 
ble about the result Indeed, 
unlessthey are complemented 
by cither policies, the currency 
reforms under discussion could 
help keep East Germany an 
economic backwater. 

The West German economy 
is noted foe Us inflexible wage 
structure. Since West German 
wages are determined through 
centralised bargaining, they 
cannot adjust to reflect local 
conditions. This h aq kept 
regional unemployment rates 
high throughout toe 1980s. It 
would be a tragedy if German 
wTiifk-artmi involved, not the 


of power and has remained, 
consistently popular with 
French public opinion after 
nearly two yeare as Prime Min- 
ister. Hia disadvantage in p arty 
tenns Is that be has never been 
a mainstream, traditional 
socialist and is therefore 
reg ar ded by suajikdnp by old- 
style socialists. 

Mr Jospin can claim the 
party authenticity of being a 

t r ilil i w m il lfi H iM T BfiiHrf , WfaUe 

Mr Delore ha^ achieved the 
riMi-tem* of an enormously 
■wumW rile in the develop- 
ment of the European Commu- 
nity. 

But Mr FaMnaT adv an t a ge la 
that he is, or te believed to be, 
toe chosen of bed 

dent Mitterra nd. Whether this 

pmiVfitw mart nUiwI with fafa 
wfllgive Mm 

be an indicator of whether the 


Fiat closes 
plants as 
transport 
strike bites 


The immediate concern 
facing .East , and West 
Germany & how to 
stem the targe flow of 
immigr ants from East 
to West. 


FIAT, car and r ftmni|,n ^ || i ' 
vehicle manufacturer which is 
Italy’s largest industrial con- 
cern, said yesterday it was sus- 
pending production at some of 
Tts f ap trCTTAW hw -ancA a strike bv 
truck driven had cut supplies 
of parts and raw materials. 
Renter l epo rts from Turin. 

"Between tonight and. Fri- 
day, about 56JJ00 w ork e rs will 
be laid off at various plante," a 
Flat spokesman said. Flat said 

ItS riapahift plant would dose 

an last wight flwii nmt* other 
factories would suspend output 
from today. 

About 70 per cent of Italian 
freight travels by rood. 

More than 50,000 drivers 
began a week-long strike on 
Sunday to persuade the gov- 
ernment to cut the prics-of fhal 
■ml road tax wt«» other 
concessions to reduce road 
haulage costs. 

PUUee escort s are to bs pro- 
vided.. to truckers .who have 
Hrffart toestrikaafb&'*$2 cases 
of- viole nce agatasr strike- 
breakers were item ted. 

Petrol supplies have also 
been badly hit by the dispute. 
OQ industry sources said 90 per | 


cent of petrol stations in same 
parts or Italy had run dry by 


parts of Italy had run dry by 
last wight and motorists were 


queueing for up to an hour and 
a half outside those still open. 


export of markets to the East, 
butthfrexport of German rigid- 
ities to toe East 

The immediate c on r ur n fac- 
ing both .East and West Ger- 
many is how to stem the large 
Qow af from East 

to West. Simply by moving to 
West Germany, East Germans 
ram dramatically im p ro ve their 
living standards, either by 
finding jobs at West German 
wage rates or by receiving 
West Goman unemployment 
and other social benefits. Since 
the Berlin Wall came down, 
they have been streaming 
across toe borders at toe rate 
of several thnmand a day. If 

toe mfaratinn mnthnwi East 

Germany will be seriously 
depopulated and West Ger- 
many ffwH wiwwrf tfte Emits 
of its absorptive capacity. 

Will cur ran t situation 
resolve itself without policy 
actions by West Germany? 
Without any impediments to 
wage adjustment m the Easter 
West, migration would lower 
wage s In toe West and raise 
them In the East This would 
help stem -the flow of migrants. 
Also, property and other asset 
value s wou ld adjust to stow 

The key to reducing the 
ince nt ive to migrate, without 
imposing physical restrictions, 
is to raise real Incomes In toe 


East As part of the solution. 
Chancellor Helmut Kohl of 
West Germany has been advo- 
cating a rapid move toward 
making the East German Mark 
freely convertible. 

Sams have proposed allow- 
ing East Germans to exchange 
their savings into West Ger- 
man currency at a highly 
favourable rate of 1:1. This 
would eiMwiy be popular with 
East Germans. But. this pro- 
posal alone would not reduce 
the incentive to migrate. 
Indeed, by giving East Ger- 
mans toe means to buy prop- 
erty in toe West, it could actu- 
ally increase migration. If this 
rate applied to all transactions, 
it would raise unemployment 
and stifle investment in the 
East because it would make 
East German labour extremely 
expensive and its industry 
uncompetitive. 

The Germans therefore, face 
an unpleasant trade-off. On one 
hand, to reduce migration to 
West Germany, the East Mark 
should be set at a relatively 
strong rate. Given average 
incomes of approximately 
DM37,000 in West Germany 
and East Mark 23,000 in East 
Germany, even with a rate of 
1-to-l, East German wages 
would tell below those in West 
Germany. Moreover, given the 
unempfoymenl this rate would 
cause. East German wages 
would be subject to d ow n ward 
p res su res. On the other hand, 
to encourage investment in 
East Germany, the East Ger- 
man mark should be relatively 
weak - much closer to the 
seven or 10 to one rate found 
on the black 

Since poUcy has two goals, 
toe solution to this dilramna 
must be a two part pro- 
gramme. A relatively strong 
East Mark to reduce migration 
combined with a wage subsidy 
to encourage foreign ana 
domestic Investment in East 
Germany. Providing such a 
subsidy would not be cheap. In 
tiie first few years it would 
have to he relatively large, 
although over time, as East 
German productivity improv ed 
It could be reduced. 

How should these subsidies 
lw tliw iv wff nnp mriMnimi is 
to raise funds through selling 
the -assets- of the East German 

u t HiBia mnirf tn thn htntwn t hiri- 

der togo utfh^ a netions qf. prop- 
erty and state-operated compa- 
nies. Another, would be big 
fiscal transfer from West to 
East Germany, ft means seri- 
ous pressure cm the German 
budget. The West Germans had 
been promised a tax cut this 
year. Instead, a tax rise to help 
their Eastern brethren seems 
inevitable. Id -this way, the 


UK Government wants acquisitions in 
Europe based on takeover panel style 


By Guy de Jooqulerea and Robert Rice 


THE BRITISH Government is 
pushing hard id Brussels for 
Europe to adopt* common pat 
icy for the control of takeovers 
based firmly on the UK model, 
Mr John Redwood, Secretary 
of S tate for Corporate Aftetas, 
said yesterday. 

He fold Hie Financial Tirtw»« 
Conference on Competition, 
Mergers, Acquisitions and Affi- 
ances in Europe, that the Brit- 
ish Government did not want 
to see the great strength and 

i flnfliiKt r nf Hip takBO VOT parrel 

system disappear as a result of 
the prop osed E u ropean Take- 
over Directive. 

In 1989 almost three-quarters 
of all bids in Europe involved 
the UK, which reflected both 
the UK’s open and dynamic 
market for corporate control 
and the longer experience of 
takeover regulation it has, 
compared with other member 
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COMPETITION, 
MERGERS, 
ACQUISITIONS AND 
ALLIANCES IN 
EUROPE 


ing favour in Europe and 
would play an. increasingly 
important part in the restruct- 
uring of European industry, 
according toMrUmberto Bus- 
solali DSirOrto, vice-president 
of corporate development at 


There was a lot to be said for 
a common regime in Europe, 
but it would need common 
principles and standard s. The 
prinr-iplgg should *rmh«k» the 
UK’s best practices. There 
should be avoidance of any 
wide-scale .resort to litigation 
■ daring Wfn; a fair o ffe r to aR 
people involved through Impo- 
sition of tr igger points at 
which bidder «wnpamTp« would 
hav e to bid fig al l the equity of 
the ta r get company, trarapor- 
ency, so that shareholders 
would know wind was cm offer, 
and a strict time table fig hbfo. 

The directive must allow a 
reasonable time for target com- 
panies to put their defence and 

a Hnrifed thria fig fa jfl fleg tD 

I diangBoruptoriroOer.Sbare- 
: holders should give ' their 
: response to a bid within a rea- 
sonable time. Bidders should 
n ot be allowed to continue to 
disrupt the management of the 
target company indefinitely. 

He hoped Britain's views cm 
the takeover directive would : 
be adopted but be could not ■ 
guarantee it, as the directive 
will be adopted by a qualified 
majority. 

Strategic alliances- between 
companies were ta^ddly gain- 


- AlHancea such as creas firiH- 
tags and joint ventures were 
the most effective way for com- 
panies to improve their com- 
petitive position while acquiat- 
tions Were most suitable when 
the obj ectiv e was to increa se 
uiuwtQ and finflochl mt m ■« 

However, while the spread of 
-st ra tegic autancea would accel- 
erate toe integrat ion of Euro- 
pean industry, they also posed 
a rharump* to E uro pean mag- 
agemant, which needed to 
adapt to traditional approach 
to ensure ^ toeir success. 

Despite outward appear- 
ances. there was .a good deal of 
merger and acquisition activity 
in West Gammy, according to 
Dr Eutx Raettifc exe c u tiv e 
vice-president of Conunerz- 
bank. However; most of tt waa 
oc cu rring within toe country^ 
not across borders, and mainly 

tnvnlVPil amnTlwr en nip anfaw . 

Be said that West Germany - 
was open to foreign acquire* *, 
but most prospective target 
companies were privately 
owned, not publicly quoted. 
Deals were normally. !put 
together by companies' legal 
and tax advisers. 

- .While many West German 
cotitpanbft were paying . dree , 
attention to prospects to East 


Germany, they remained 
keenly interested in expanding 
in Weteem Enrope, tto^USand 
Asia and had ample r esources 
to finance investments there. 

Mr Lawrence Moisei, a part- 
ner with Salans, Hertzteld and 
HeObrown, the Paris law tom, 
said mergers and acquisitions 
. had became increasingly com- 
mon in France, despite appar- 
ent disapproval expressed by 
President Mitterrand^ 

There was much evidence of 
increased profit orientation 
and entrepreneurial drive, in 
France. The Government had 
deregulated financial markets, 
c hange d tax taws and was now 
taking a more relaxed attitude 
to takeovers from abroad, 
though Bame legal obstacles to 
acqutamans remained. 

The main danger was a 

dwny in toe pnlMfffl) rilmafe 

which would produce a back- 
lash against a free market 
approach. However, Mr MhImI 
doubted that foe trend towards 
economic liberalisation in 
France would be reversed. - 
. European Community com- 
panies. made almost 60 per cent 
of all company acquisitions 
worldwide during 1989 and 
were involved in 49.9 per cent 
of all worldwide company 
sales, Dr Peter Saner, manag- 
ing partner ofKFMGPeat Mar- 


wick Treuhand, said. *I5ns cam- 
pared with 18 per centfor com- 
pany acquisitions and 36 per 
cent for company sales 
by North American companies 
and 24 percent and 14 per cent 
respectively for companies 
from the rest of the world, 
including non-EC European 


The figures reflect the 
increasing dominance of EC 
companies -in a relatively flat 
market for global mergers and 
acquisitions during 1989. This 
pattern looks set to continue 
up to 1992 and beyond Dr 
Sauer said. 

The value of EC purchases erf 
other EC country companies 
during 1989 was $24bn (£15bnX 
more than double 1988 levels. 
Germany tad France were par- 
ticularly active in buying into 
Europe daring 1989, aitfew b 
there was very little increase 
in the level of UK investment 
into Europe. This was signifi- 
cant, he said, as the value of 
UK purchases in North Amer- 
ica tell by gi(X8bn fast year. 
The money ok r mma n i M did 

not invest in toe US was not 
redirected to Europe. 

Thme are a large number of 
Eur opean companies that 
would welcome UK investment 
diverted from North Awprjnw 
to the EC. he uaiij 


Commission 


FINANCIAL TIMES 


considering 
TV complaint 


THE JSCR0PKAN Commission 
testffl canslderimr a complaint 
lodged 'under EC competition 
rules byScreenspart, the satet- 
Hte tete vhrioB channel ruu by 
WHSTF, the WA Smfth.BUb- 
■Miary, against Eurosport, Hr 
Rupert Murdoch's satellite 
television service. 


The Commisstott has issued 
a statement denying sngges- 
ti on s in some quarters Qw* a. 
. decision had ben taken on ti» 
tesue. 
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German government could 
bring about the adjustment of 
lower wages in the West and 
higher wages in the East that a 
market with flexible wages 
would have brought au tomate 
caQy. 

There are, of course, numer- 
ous p*H»n| >Jpfl of regions which 
have remained permanently 
depressed despite extensive 
economic integration with , 
more prosperous neighbours. 
Indeed, integration can some- 
times stifle growth. Consider 
Puerto Rico. The residents of 
Puerto Rico have been US citi- 
zens since 1917. They are free 
to migrate to the US. Those 
staying at home receive wel- 
fare and unemployment bene- 
fits at US levels and since 1977 
must be paid at least the US 
minim um wage rate. 

Unfortunately, therefore, US 
benefit levels set a floor under 
Puerto Rican wages. Compa- 
nies find these wages too high 
to justify employing the low 
productivity labour force. 


.?us n€ 

moil ) 


The West Germans had 
been promised a tax 
cut this year. Instead, 
a tax rise to help their 
Eastern brethren seems 
inevitable. 


Workers find the wages too 
tow to justify foregoing welfare 
benefits. The results are; an 
unemployment rate which has 
persistently remained above 15 
per cent; SO per cent of Puerto 
Rican residents receiving gov- 
ernment assistance; and little 
tendency for income levels in 
Puerto Rico to converge to 
those in the US. In 1970 
incomes in Puerto Rico were 34 
per cent of those in the US. in 
1987 they were 31 per emit Per- 
haps skin levels in East Ger- 
many are closer to those in 
West Germany than those in 
Puerto Rico are to those in the 
US, but this experience fa testi- 
mony to the dramatic problems 
that result when little consid- 
erattou is given to economic 
incentives when integrating 
two economies with a common 
currency. 

In sum, ft win be tempting 
ior the German gove rnm ent to 
stop with toe. easy part of the 
progra mme unifyi ng th e 
currency at a relatively «tmng 
rate for East Germany. But 
without tax hikes in the West 
and wage ffihndtoi In the East 
toe result will be inflation in 
toe West and unemployment in 
the East. 

Robert Z Lawrence Is a senior 
feOow af the Brookings Institu- 
tion, Warwick J McKibbin is a 
visiting scholar 
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EUROPEAN NEWS 


Hopes rise for earlier elimination of GFCs 


By William DuMoroa In Geneva 
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PROSPECTS more stringent 
controls on the nhte*n<«» TI ] B 
which are destroying the 
earth V ozone layer have 
increased after two weeks of 
discussion in . Geneva, 

according to Dr Mostafa Tolba, 
the director of the United 
Nations ' ^Environment 
Programme (UNEP). The layer 
protects against the 
ultra-violet rays which cause 
shin ‘cancer and eye 
cataracts. 

the 1987 Montreal Protocofare 
expected to agree at a meeting 
in London in June to eliminate 
completely by the end of the 


i century., production of listed- 
chlorofluorocarbon* (GFCs), 
compounds used in aerosol 
■ sprays- and 4a refrigerators 
which, refease chemicals list 
eat away the ozone. Undafttfe 
original protocol they .were 
committed to reducing the v 
CFCs by half by the' year 

aoooL- . 

Ina 'working group meeting 
here the signatories have come 
close to agreeing- to inchufe 10 . 
more GFCs hi the list to 
phase 7 - out" fcy -aooo -three 
bromlnated •: fluor carbons 
(balohs), except for those 
needed Jar essential purposes. 
Batons are mainly used in fire 


. They - have also been 
discussing the possibility of 
methyl chtonrfbjm 


i arf i n n tetrachloride. two 
sojter unregulated chemicals 
: tmd as solvents in the 
electronics industry, which the 
US JSfattonal Resources Defence 
.Council recently estimated 
acco un t e d for one-third of the 
osone-destroying chlorine in 
■ tfitatatoqdwn. 

^Moreover, in a potentially 
important advance, the . 
working group has moved 
nearerto w ww ng a fl n ncM ' 
package and a transfer of 
technology that would allow 


developing countries to switch 

feO the production Of haraptoat 

substitute chemicals. Dr Tblba 
said. Agreement on these 
issues would open the way for 
China, India and Brazil to sign 

toe protocol. 

Preliminary estimates 
indicate that the Industrialised 
countries would have to 
provide between gloom and 
$120m In capital investments 
and $l8m-$20m in technical 
assistance over the three-year 
period 1991-93. Another 
. SLDQm-fUQm would be n eede d, 
if the three big developing 
countries joined the 

• pn t y j» mwft 


Talks have also focused on 
the possibility of setting up an 
international organisation to 
buy patents for hew, 
ozone- friendly substitute 
chemicals and malt* them 
available to developing 
countries. - 

Work has started on drafting 
a new treaty aimed at 
protecting the genetic 
resources in plant and animal 
life. This “protection of 

biological diversity” accord 
would have important 
implications tor medtrine and 
the development of food 
products. Dr Tolbasaid. 



Mostafa Tolbai dose to deal 
tor developing countries 



turmoil in Europe 
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By Judy Dempsey In Vienna 

NATO and Warsaw Pact 
diplomats today resume -in 
Vienna a -*rfyth round of **Tfc» 
on reducing conventional 
forces in Europe against a 
background of Increasing 
uncertainty about how German 
unification win affect the talks 
aind-a CFE treaty. 

Tet ; despite the rapid 
changes -in eastern Europe 
which undermine Europe’s 
present security situation, 
arms negotiators still believe 
that a CFE treaty is possible 
tills year and that it can be 
implemented alongside a 
united Germany. 

'This' optimism stems from 
the agreement reached in sev- 
eral areas over the past year In 

Vienna; .- • 

• The 23 nations in the talks 
- 16 Mato and seven Warsaw 
Pact - have agreed, that the 
cats should involve five catego- 
ries of weapons. 

These include battle tanka, 
armoured combat vehicles; 
artillery;- combat helicopters 
and combat aircraft. This 
marks a shift in Nate’s stance, 
since in the early stages of the 
talks, it had excluded the last 
two categories and had insisted 
that only main battle tank* (as 
opposed to lighter tanks) be 
reduced. 

• The two sides have agreed 
definitions for artillery and are 
close to agreement on 
armoured combat vnhiciea , bat- 
tle tanks and combat helicop- 
ters- They have also agreed 
Ceilings fox’ the-lasfatwa. ' >a 
•-T he -issue of verification, 
CbBiplfementedrby & complex 
System of e Jodi a nglhg tofonna* 
tfon, is moving ahead too. At 
tire last round, - Nato pot for- 
ward a draft “inspection proto- 
col" to which the Warsaw Tact 
has yet to respond. This 
includes monitoring the move- 
ment ofequtpment in and out 
of Storage.--* 

• There is also progress on 
the question of how Europe 
will be zoned for the reduc- 
tions: which cedUngs and sub- 
ceilings should be distributed 
among “blocks” of countries 
from toe Atlantic to the Urals; 
and how to deal with equip- 
ment held outside active units 
in monitored storage. - 

But despite substantial 
movement in these areas, three 
outstanding problems have to 
be tackled: aircraft, personnel 
and the effect that German 
Unification, coupled with the 
disintegration of the Warsaw 
Tact win have on the imple- 
mentation of the CFE treaty. 

For- months, the Soviet 
Union insisted that its tactical 
aircraft and tr ainer s be 
excluded from the GFE talks. 
Nato objected partly because 
Soviet trainers could double up 
as tactical aircraft. And 
besides, the exclusion of tacti- 
cal alrcraft would not enhance 
stability through reductions 
which is toe raison d'etre of 
the CFE talks. 

But in January, Nato 
accepted toe Fact ce l lin g of 
4,700 combat aircraft plus 500 
air-defence interceptors and 
also agreed to exclude primary 
trainers. 

The Soviet Union accepted 
the ceffing for combat aircraft 
but - proposed an additional 
entitlement of between 1^00- 

1,600 combat-capable trainers 
plus ijjQO air-defence intercep- 
tors. But it insisted that all its 
land-based naval aircraft be 
ayHnrtad from any cuts. Essen- 
tially this would leave the 
Soviet Union with around 7,700 
aircraft ynd Nato with 4,7 00 ~ 
plus its 500 air-defence aircraft, 
a disparity which Nato appears 
unwilling to accept . 

But as a senior Nato fispo- 
mat pointed out, “at feast the 
Soviet Union is finally negotia- 
ting all its nan-strategic nm 
not land-based naval) aircraft, 


a considerable advance from, a 
year ago.” 

There is also the problem of 
personnel. - 

At the meeting, of foreign 
ministers in Ottawa last 
month, the. US- and the Soviet 
Union agreed that each side 
would station .no more -than 
195,000 ground and air person- 
nel In -the central zone of 
Europe which would also con- 
stitute the -ceiling on Soviet 
troops in Europe: 

-The US also agreed that it 
would station no more than 
30,000- troops outside the cen- 
tral zone. 

But some Warsaw Pact diplo- 
mats earlier this week indi- 
cated that they still want other 
Nato forces and national forces 
to be included in CEE reduc- 
tions. ... 

Essentially what they fear is 
the size of the Bundeswehr 
(the West German 450,000- 
strong army) which is not at 
present part of the GFE cafcu- 
lations. These anxieties are 
compounded by tog prospec t of 
a united Germany. 

The Soviet Union argues 
that if a united Germany were 
part of Nato; it would create ait 
overwhelming superiority for 
Nato. However, Hungarian 
arms negotiators bold a differ- 
ent view:. “We see toe. danger 
of a crisis situation which can 
result in a armed but 

the participants of Jt would not 
be divided alang the .lines of 
the traditional Nato-Waraaw 
Pact .division^, .explained Mr 
fetvanvGymarit >*■ member /of 
the Hungariaiv delegation. A 
posable -membership of Ger- 
many in Nato must be exam- 
ined ' against this back- 
ground:.. (since) It would 
contribute to the stability of 


What they fear is the 
450, 000-strong West ’ 
German army.. /These 
anxieties are 
compounded by the 
project of a united - . 
Germany. - 


the continent,." 

The Hungarians, among 
other delegations, see a sce- 
nario whereby the Soviet 
Union wonld maintain for a 
transitional period,- its pres- 
ence cm toe territory of pres- 
ent-day East Germany while 
Nato forces, based on agree- 
ment, would remain an West 
German ter ri to ry . 

Hu ngary argues that any 
CFE treaty must “radically 
strengthen the obligations and 
rights of sovereign states vis- 
a-vis those of the ‘groups' (a 
term often used in Vienna 
instead 'of the two military allt 


What Hungary ba t tn mtnri 
is-a CFE treaty which should 
provide for knowledge of every 
state’s national forces before 
and after CFE reduction®, that 
these national levels will not 
result in breaching the overall 
regional or snbeeftinga of their 
respective groups; and that 
states, through a notification 
system, wfil retain the sover- 
elgn right to SB, decrease or 
re-increase its forces or surren- 
der this possibility to another 
state belonging to the group. 

At the moment, the draft 
treaty refers only to regional 
add group eefflngn in the con- 
text of the two affiances. 

R is too early to say if both 
sides will accept toe Hungar- 
ian proposals. But it is becom- 
ing clear that if and when a 
CFE treaty is signed and 
sealed, European security is 
Hkely to move closer towards 
the broader -arena of the 35- 
member Conference on Secu- 
rity and Co-operation In 
Europe. 


COUNTER ELECTRONIC BUGGING 
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EC company reaction to 1992 ‘encouraging 9 


By-lucy KsOnay in Brussels' 


EUROPEAN companies are 
planni ng mo re investm ent, 
more mergers and more joint 
ventures to prepare themselves 
for the ffercer competition of 
the atngta Tnarlmt, mym ril n y h> 

t>^» tgtmt firM ii ii fl w of toe Bnn>- 
poay i ^ nmr p i prfn p 

In Its annual report on prog- 
resa t o war d s 1692, the Ccmmfe- 
skm an “encouraging” 
dynamism wu mp m iiiw, 

which ■ are preparing for 
wwip«HMnn tn home 


ties in other 
fries. 


- The positive effects of the 
frtpgb* marked - so for confirm 
the ambitious forecasts made 
in the Cecbkml report in 1968, 
the report says. Since 1984 
industrial production in the EC 
has risen by 20 per cent and 
&5m jobs have been created. 

Moreover , investment in the 
community is tending to 
reduce the gaps between the 
more- and less-developed coun- 
tries, with investment in Spain 
and Fortgual rising by 10 per 
cent last year, compared with 
an average Community 
increase at 7 per cent 


Meanwhile, the EC compa- 
nies are puiMug an increas- 
ingly large number of take- 
overs, with a greater propor- 
tion of them overseas. The top 
EC companies made 500 take- 
overs in 1988/89, more than 
twice the level at activity two 
years earlier. The total quan- 
tity of cross-border takeovers 
by EC companies rose last year 
to 1,800, worth mare than Ecu 
45bn (£33.4bn). According to 
the report, EC companies are 
investing more in third coun- 
tries than third countries are 
in the Community. 


The commission repeated its 
warning that tfnw jg running 
out to pass remaining legisla- 
tion on the single market and 
tells ministers to hurry up 
with the remaining 40 per cent 
of the measures to be passed. 

Howeve r, It notes some 
iwip rn wmMmt m the lamenta- 
ble record of member states in 
transposing directives into 
their national law. Whereas 
only 67 per cent of laws had 
been transposed at the end of 
last year, the percentage bad 
increased to 75 per cent by the 
end of February. 


Delors urges EC to 
reach political union 


By Lucy Kellaway in Brussels 


MR . JACQUES DELORS. 
President of the European 
Commission, yesterday made 
his strongest plea yet for a 
political union among member 
states, arguing that the 
existing channels for 
cooperation were outdated and 
ineffective. 

“European political 
co-operation cannot lead to the 
consensus we need. It allows 
us to react after the event, 
rather than put together strong 
conclusions beforehand that 
will allow action to be taken.” 

A mechanism through which 
to act, especially in security 
matters, was urgently needed. 

Mr Delors was addressing 
the European Parliament 
during a debate on the reform 
of Community institutions, in 
which he gave his support to a 
parliamentary report calling 
for wide new powers for MEPs. 

Mr Delors said that the 
whole question of institutional 
reform should be examined 
with a dear political goal in 
mind Reaching that goal, he 
said, might well involve 
drawing up two or three new 
treaties. 

He said that member states 
must decide whether they 
wished to take a step-by-step 
approach to reform, or whether 
they wanted to map out the 
route at the outset However, 
he made his own preference 


quite clean T would like to see 
the 12 reaffi rm their wish for 
European union tots year so 
that toe context is dear” he 
said. 

He reiterated his view that 
the inter-governmental 
conference at the end of the 
year should address both 
institutional reform and 
monetary union - a view 
strongly shared by the 
European Parliament. 

However, Mr Defers’ views 
on timing are con tr o v e r sial 
among fellow-Commlsslonere. 
some of whom argue that to 
tackle the two issues together 
would reduce the chances of 
achieving anything on either 
issue. 

The warm support given by 
Mr Delors yesterday to 
Parliament's demands for 
increased powers was In 
marked contrast to disaffection 
between the two bodies over 
the present legislative 
timetable. 

At a bad-tempered meeting 
on Tuesday Mr Defers refused 
demands that toe timetable be 
adapted to give greater priority 
to social affairs. 

The Parliament is angry that 
the Commission has not 
sufficiently heeded its views, 
whereas Mr Delors feels that it 
is not within the Parliament's 
powers at present to set toe 
legislative pr og ramm e. 
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S African 
budget 
targets less 
privileged 

By Patti WaWmdr 
in Cape Town 

WHEN Mr Barend da Plessis, 
the South African Finance 
Minister, rose to present his 
1990-91 budget proposals to par- 
Hameiit yesterday , he promised 
Sooth Africans an entirely new 
economic way of life to mat?h 
the new-style politics of Mr 
F.W.de Klerk, the reformist 
President 

Adopting the rhetoric of the 
caring state - not the sort of 
language which has come nat- 
urally to Mr dn Plessis in pre- 
vious budget speeches - the 
minister promised that the 
budget would aim to “help the 
less privileged by n«Mng the 
greatest possible provision an 
the expenditure side of the 
a c a wn r . 

To that end, defence spend- 
ing was cut sharply in real 
terms, generating a saving of 
aver Rlbn (£i62m), three quar- 
ters of which was reallocated 


to wdiu-ftH n n — spending 
on which grew by 17.6 per cent. 


An unidentified gunman 
shot dead a senior white 
police officer yesterday, Reu- 
ter reports from Johannes- 
burg: Police launched a mas- 
sive manhunt In riot-torn 
Natal province after the kill- 
ing of Major Deon Ter- 
blanche, the first murder of 
a <M * r| i nr white policeman in 
years. 


twice the rate at increase for 
white education. 

But black social sendees 
were not the only beneficiary: 
spending on the police force 
rose by 16 per cent, reflecting 
Pretoria’s contention that 
South Africa’s black townships 
are undexpoUoed. 

On its own, the budget goes 
only a small way towards 
meeting Government’s stated 
priority of tackling “poverty 
and the backlogs in bousing, 
education, training, literacy, 
basic health needs and other 
factors impeding.- mining 
of living standards". 

hiatoad, Pretoria has taken 
R2bo off its balance sheet to 
create a fond for capital pro- 
jects aimed at Mscfca — money 
which Is likely to be used to 
create both infrastructure and 
jobs in the community. 

Given the current state of 
n<ipm nnnpg» fliwnnp whites. Mi* 

du Plessis was careful to 
ensure that the budget did. not 
seem to favour i»1m 1« unduly. 
He announced that Increases 
in Income tax thresholds would 
save individual taxpay- 
ers - most of them white 
- some R4bn over the year. 

Economists mid later they 
believed these savings might 
prove to be fflnsory, however. 
*We think these tax conces- 
sions are not really conces- 
sions,’' said Mr Mco Cypinnka, 
Standard Bank chief econo- 
mist. He noted t hat the Gov- 
ernment appeared to be under- 
estimating toe level of salary 
increases - which would push 
taxpayers into a higher tax 
bracket and yield more tax ntv- 
enue - and that increased 
taxes an fringe benefits might 
also have a big impact 

Mr Edward Osborn, Nedbank 
chief economist welcomed the 
fact that t h e top u'argtuai rate 
of individual taxation had been 
reduced from 45 per cent to 44 
per cent in line with Pretoria’s 
stated aim of cutting the rate 
to 40 per cent over five 
years. 

Economists said they 
believed the budget would be 
largely neutral in terms of eco- 
nomic growth, arguing that a 
large part of the R4bn in tax 
savings might not materialise, 
and the R2bn social fund 
would not be spent in (me year. 

They welcomed the Govern- 
ment’s adherence to strict fis- 
cal discipline in the budget 
which projects an overall 
spending increase of U-9 per 
cent for 1990-9L 

They noted several taxation 
chang es affecting wrinlng com- 
panies, including a move to 
allow mining concerns to write 
off 25 per emit of the cost of 
developing a new mme against 
profits from existing mining 
operations. 


Taiwan’s ageing old guard makes last ditch stand 

A rift in the Kuomintang d ama ges democratic prospects ahead of March polls, says Peter Wickenden 


D emands that the 

Kuomintang Govern- 
ment in Taiwan speed 
up democratisation are pour- 
ing forth from opposition and 
ruling party members, cabinet 
ministers included, in an 
unprecedented wave of outspo- 
kenness before presidential 
elections on March 2L 
In the wake of a riot outside 
parliam ent in Taipei on Febru- 
ary 20 by opposition Demo- 
cratic Pr og ressive Party (DPP) 
supporters calling for faster 
reforms, public sympathy for 
the hundreds of decrepit main- 
land Chinese who dominate 
the Government dlTniniahpd 
sharply. It has all but evapo- 
rated since a group of old 
guard began drumming qp sup- 
port for a return to the Chiang 
dynasty that ruled Taiwan 
with an iron grip and sup- 
pressed Taiwan’s own lan- 
guage and culture for 40 years. 

The overwhelming majority 
of parliamentary seats are held 
by hardline KMT members 
who were elected in mainland 
China in 1948 and who fol- 
lowed Chiang Kai-shek to 
Taiwan. 

To justify its claim to be a 
legitimate government of the 
whole of China the KMT has 

wmfntaiinari the TnalwlaTutem {q 

office for the last four decades. 
They have never faced re-elec- 
tion, but a series of supplemen- 
tary elections in recent years 
has been held in Taiwan to fill 
seats vacated by death or 
retirement 

More than so people were 
hurt in February’s rioting, 
which the DPP attributed to 
public frustration with the 


pace of parliamentary refor m 

and a growing suspicion that 
the KMT and President Lee 
Teng Hui (who is also KMT 
chairman) were Insincere in 

wwnrnlfanmt in democrat* 
laartmt. 

Criticism has rained down 
upon the president for his 
ni yo iftft of naming ™tp in the 
pTprHrai . Mr Li Yuan Zo. Mr Li. 
currently the President's chief 
secretary, is associated with 
the security clampdown on 
opposition movements in the 
1970s which led to the jailing of 
a number of dissidents. 

The KMT is now split 
between supporters erf toe Lee 
and Li ticket, and those who 
backed Lee's long time rival. 
Lin Yang Kang; who is head of 
tile judiciary. Ian, a 63-year-old 
native Taiwanese, had planned 
to run for president with Gen- 
eral Chiang Wego, son of 
rihfong Kai-shek, as bis vice- 
presidential running mate. 

Thus for the first time ever 
KMT members have defied the 
party’s central committee by 
supporting alternative candi- 
dates. After four weeks of 
party infighting and frantic 
efforts to ftapt , the 

two challengers bowed out of 
the race over the weekend. But 
they may yet be drafted into 
the two top posts against their 
wflL 

The WMT ftu-Hrm that sup- 
ports Mr Iin and Mr Chiang 
fames that the two will keep 
alive the myth that the Nation- 
alists will one day recover con- 
trol of mainland CHm from 
the Communists. They com- 
plain that Lee Teng Bm is pay- 
ing up service to the National- 


ists' dream while Taiwan 
aggressively pursues a new 
independent foreign policy. 

The flmHmal fighting in the 
KMT has the opposition wor- 
ried that the slow pace of 
.democratisation may now 
grind to a halt The KMT’s pop- 
ularity dropped to an all-time 
low according to a recent poll 
conducted by the island's big- 
gest n e wspaper and the stock 
market Is seesawing on 
rumours about the seventy of 
the party rift. 

Legislators from both parties 
openly question the KMT’s 
com mitaij op f to democracy 
because the KMT itself 
remains fundamentally undem- 
ocratic even after several years 
of internal reform. “It is not a 

problem of insincerity. It’s the 
innate ch a rac ter, the physical 
condition of the KMT. It is a 
very old and inflrarfhfa party," 
ftfliri DPP Wfelatar Lin Cheng 
cadeh. 

The KMTs of interna l 
democracy been demon- 

strated twice in the last year. 
Before parliamentary elections 
last December, the KMT held 
primaries for the first time in 
its 78 year history. But some of 
thnae who won in the prima- 
ries were forbidden from run- 
ning for seats and replaced 
wife preferred party cadre who 
subsequently lost. The DPP 
y ffadn major pnM in the elec- 
tions which saw Viper cent of 
votes go to the KMT, down 
from 82 per in 1986. 

A more recent example was 
tite KMT’s central committee’s 
selection of Lee Teng Hui and 
U Yuan Zu as its standard 
bearers. The president's unpo- 



j&Tufanrt a-nfflo pniu** ypg jwrrfny n nMAi l^ mniihitan g IwaHiparten 


pular running mate was 
e ndorsed by a show of fanufe. 
although a powerful group, 
including the Premier, Lee 
Huan, favoured a secret ballot, 
which was rep o rt e dly quashed 
on the orders of the President 

h ymnwlf 

M ore ov”* Hu* TTMT has ftrilw^ 

to live up to repeated promises 
to rejuvenate parliament with 
more locally ftferiart immiham. 
In September the KMT 
declared that it would pressure 
at least 70 bedridden elders 
Into retiring before the Decem- 
ber election. But only one 
agreed, although a few more 


have dfed." 

There are now 281 legisla- 
tors, ot whom 151 are main- 
landers, 29 are representatives 

Of r mpraMt ntilriww romnnini. 

ties appointed by the KMT and 
the other 101 (35 per cent) are 
elected in Taiwan. Lx the 
December elections 72 of the 
101 seats went to the KMT, Z1 
to the DPP and eight to inde- 
pendents. 

Tn the National Assembly, 
which meets once every six 
years to elect the President, 
the dnwilnance of the Old 
guard, which has an average 
age of 80, is even more over- 


whelming. Of 715 members 
only 84 were elected in Taiwan. 
An accurate total is hard to 
come by, because on average at 
least one dies every week. 

Three groups of Taiwan- 
elected legislators from both 
parties have called for a dead- 
line before which all the old 
malnlanders most retire. But a 
sense of desperation now per- 
vades the legislators as the old 
guard in tire National Assem- 
bly try again to increase their 
power ana their pay in a move 
that legislators from both par- 
ties have described as political 
KlaAmaiL 


Peres courts 
religious 
parties 

By Hugh Camegy 

in Jerusalem 

A NEWSPAPER photograph of 
the Israeli Labour Party 
leader, Mr Shimon Peres, 
kippa on his usually bare 
bead, deep In consultation 
with a Mack-robed, ultra- 
orthodox rabbi yesterday sig- 
nalled the start in earnest at 
the struggle between Labour 
and Likud to take over the 
Government. 

Both Mr Peres and Mr Yit- 
zhak Shamir, the Prime Minis- 
ter and iiki*»i leader, c ou rted 
the small religious parties 
which hold the balance of 
power in the Knesset. 

Support from within their 
ranks Is essential to both 
men’s efforts to form a narrow 
coalition to replace the major 


party partnership which col- 
on Tuesday because of 
over US 
to start Hsraeli-Palesti nian 
peace talks. 

The first real test Is set for 
today when Mr Shamir frees a 
no-confidence vote In the 
Knesset. He gained first 
advantage yesterday when 
Labour failed to get the vote 
brought forward to ensure it 
took place before the Labour 
ministers who were sacked or 
resigned on Tuesday were offi- 
cially out of office. Legally, 
dismissal or resignation takes 
effect only after 48 hours. 

Labour wanted still to be In 
office when the Government 
lost Us mandate from parlia- 
ment because they would 
remain in place during the 
ensuing transition period 
when attempts are made to 
form a new administration. By 
getting them out first, Mr 

Shamir will i im nwIl at Aly IvMMf 

a new, albeit fragile. Likud-led 
government if he wins the con- 
fidence vote. 

Amid yesterday’s Intense 
brinkmanship, it was hard to 
predict the outcome. Mr 

Shamir COUld to resign 

beforehand if be thinks he can- 
not win. But lose or resign, as 
incumbent he will remain in 
charge daring the transition 
period - which could be 
lengthy - without tile encum- 
brance of Labour. Mr Peres 
said yesterday that defeating 
Mr Shamir in the confidence 
vote would not m ean Labour 
then had a clear path to set- 
ting up its own narrow-based 
government. 
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Jewish lobby in US critical 
of Bush Administration 


By Peter Riddell 

CRITICISM of the Bosh 
Administration by Tdimd lead- 
ers for contributing to the col- 
lapse of the Israeli coalition 
has found a limited echo in the 
US Jewish community. 

Even before the coalition 
feU, Mr Thfimag Htiw, execu- 
tive director of the American 
Israel Public Affairs Commit- 
tee, the main pro-Israel lobby 
gT rrwp l Had the Bush 

Administration of deviating 
from its “positive* appr oach to 
the Middle East. “Unfortu- 
nately, the Ad minfetrat lcm fam 
in the past 10 days made a 
series of mistakes that, taken 
together, suggest that some- 
thing new «nii different and 
very unwelcome is going on.” 

The immediate cauw of tids 
concern was remarks by Presi- 
dent George Bush naming East 
Jerusalem as well as the West 
Bank in relation to US opposi- 
tion to new Israeli settlements. 
This was regarded as a new,' 
tougher policy, though the US 
Insists i t is a re iteration of the 
existing approach. 

Mr Seymour Reich, chair- 
man of the conference of presi- 


dents of major American Jew- 
ish organisations, said that 
“blood pressure is rising* over 
thp Jersualem question. “Re- 
cent Administration state- 
ments an Jerusalem other 
aspects of US Middle East pol- 
icy have undermined the confi- 
dence necess a ry for Israel to 
faiim those rMw for pe ace 
the Administration asks.” 

However, many In the Amer- 
ican Jewish co mmunity have 
been of Mr Yitzhak 

Shamir , the T.nmd Prime-Min- 
ister, for staffing progress. 

The Bush/Baknr team has, 
hu e ewn, been more critical in 
public tain the Reagan Admm- 
tstrakm of some actions of the 
Israeli Government in relation 
to 6 m> Palestinian uprising and 
Its to tiie peace taTim, 

while they have stressed their 
strong basic support for Israel. 

•Twenty E gyptian prisoners 
of the Golf War left Tehran for 
freedom yesterday. Dying 
home via Geneva under Red 
Cross supervision, Reuter' 
reports from Geneva. 

The prisoners, dressed in 
gray prison camp uniforms. 


walked hesitantly down the 
ramp of an Iran Air aircraft in 
Geneva as if unsure they woe 
really being set free. 

But they soon broke into 
smiles, hugged a waiting Egyp- 
tian di plomat ami praised God. 
They flew on to Cairo five 
hours later. 

Lebanese Miwtom fundamen- 
talist cleric Shnflrh Saeed Shaa- 
ban, in a brown robe and white 
turban, walked off the aircr aft 
ahead of the prisoners. An Ira- 
nian official said the Sunni 
cleric, who has closed ties to 
Tehran, mediated the eeni. 

The prisoners appeared 
bu t aeon 25 and GO yens old. 
One older man had to be 
helped down the ramp. 

Same Egyptians fought for 
Iraq against twin during thp. 
eight-year Gulf War, but the 
International Committee of the 
Red Cross (ECRQ said it did 
no t know if the se 20 had fo ught 
or were simply workers who 
had been captured. Tehran has 
not allowed the ICBC to visit 
its non&ari prisoners, and tt Is 
unknown how many are left 
behind. 


Mongolian party 
elects new leader 


Seven die as fflzbollah and Amal 
resume war in West Beirut 


By Lara Marlowe in West Beirut 


1-riR Shh Mnnlww Amal anil 

Hlzbollah militias have 
resumed their two-year war in 
West Befrat as battles, which 
had by yesterday killed seven 
people and wounded 33 others 
In less than 24 hours, took 
place In and around the 
southern otewfe gf tha city. 

The fighting has broken out 
at a time of apparent conftmton 
in yn-ghniTab ranks over tha 
fate of the 17 western hostages 
in Lebanon, who are believed 
to be held In the area of the 

fightin g. 

President All Akbar Hash- 

ami B^ fganjurri qf Tran ban rrycy 

the past month repeatedly 

eaTIwl for t ha K>u> ration of the 

westerners held in Lebanon, 
allegedly by the pro-Iranian 
Hlzbollah or “Party of God." 

Sheikh Mobamed Hussein 
Fadlallah, comdderad the spiri- 
tual leader of HizboUah, has 
inada irimfiar statements, but 
Mr AH Akbar MnhtiMdwmi, the 
Iranian MP who as Iran’s 
Ambassador to Damascus, 
helped to establish the Hlzbol- 
lah in the early 1880 s, has pub- 
licly opposed the freeing of 
western hostages. 


_ Ike Revolutionary Justice 
Organisation, behoved to be a 
fflzbollah faction, has said it 
had “no intention” of releasing 
its two American hostages. 
The main Hlzbollah. leaders are 
reported to have met in Baal- 
bek. Lebanon, at the weekend, 
presumably to discuss the the 
host age sit uation. 

A communique issued by the 
Awmi militia after the fi ghting 
broke out late on Tuesday 
called EBzbofiah “followers of 
Iran’s Mohtashemi” and 
accused HbboDah of provoking 
the Beirut battles by “firing 
indiscriminately at the homes 
of civilians.” 

Syria has in the past used 
Amal In its attempts to control 
Hizhollah, Hikbolfah ye ste r day 
ftlarmwl that Amal ™ pa rted 
the fi ghting by kidnapping a 
HizboUah member. 

The road to Beirut interna- 
tional airport, which winds 
through Shia areas, was dosed 
for the first time in four 
months because ct the battles, 
which ware waged with heavy 
machine guns and rocket-pro- 
pelled grenades. 

fighting in the Shla Moslem 


district of Ouzai closed the 
main coastal highwayleading 
south to Ghouf and Shfon yes- 
terday. Just six weeks ago, 
while on a state visit to Damas- 
cus, Presid en t Elias Hrawi 
drew up a “security plan” 
which was Intended to make 
“an oasis of security” of West 
Beirut. 

WaJUd Jumblatt and NIabih 
Beni, both ministers in presi- 
dent Brawl's government and 
tiie leaders of the Druze and 
Amal militias, said they would 
withdraw their militiamen 
from Beirut to assist to restor- 
ing law and ord er in Beirut’s 
MOslem quartets. 

The Shia militias paused in 
their battles only when Syrian 
armoured personnel carriers 
drove through their streets. At 
the iraww* timo Christian aai- 
dien and militiamen prepared 
to fight one another again in 
East Beirut 

Having reportedly received a 
large shipment of artillery 
shells wi m wi m Wnw, Chris- 
tian General Mirihri Amin now 
denies he ever spoke or leaving 
the presidential palace at 


MONGOLIA’S ruling 
communist party elected a 

r u - fW rmiftfr ImiW yputwHay unH 

relinquished its 68-year-old 
monopoly on power, paving the 
way for possible democratic 
elections. Renter reports from 
Ulan ftator, 

A key meeting of the party 
central committee chose as 
general-secretary Gambcjavyn 
Ochirbat, 61, who spent the 
last two years in obscurity. 

Mfantog earlier it accepted 
the resignation of Zhambyn 
Batmunkh, . the previous 
leader, the entire poitt- 
bnro. 

“This Is the beginning of 
new change In Mongolia,” 
party spokesman Terbish 
Zhimbddozj said after the 
three-day central committee 
meeting ended late on Wednes- 
day. 

The mee ti ng elected a fire- 
man poUtiNBO and half the cur- 
rent lRHnember central com- 
mittee offered to resign 
because of. advanced age, the 

3 pnlre»«OT]Hn 

The Mongolian Peoples Rev- 
olutionary Party. In power 
since 1924, has been u nder 
increasing pressure to change 


from several democratic . 
sttton. movements set up in 

lag* three months 

The movements have staged 
popular rallies through the 
streets of the capital Ulan 
Bator calling for a multi-party 
system to end 69 years of com- 
munist dominance in thia 
remote i and wedged between 
fftwna and the Soviet Union. 

A government official 
described the new generaLeeo- 
retary as “reformist and for- 
ward looking” and a “kind, 
theoretical man.” 

Orchirbat spent tite last two 
rears in Czechoslovakia, work- 
tng as the party's representa- 
tive on the theoretical journal 
World Marxist Review. 

His prev i ou s posts in Mango- 
Ha ware Chief of Party Ideol- 
ogy, President of the Trade 
Union, and Deputy Chief of 
Party Org anisa tion in tiie cen- 
tral committee. 

The other new members of 
(he poHtimro were named as N. 
Mfehlgdorg, Ts. Gombosmen, 
Ts. Odd and I* Tudev. 

Batmmjkh, Mongolia's top 
leader since 1964, wfll retain 
his non-party post as Mongo- 
lia's president. 


Thais likely 
to face 
higher rates 
of interest 

By Roger Matthews 
in Bangkok 

HIGHER interest rates in 
Thailand now appear inevita- 
ble fn the wake of a further 
increase In the rate of inflation 
and indications that the Gov- 
ernment may hare to concede 
a ggnifirant rise in minimum 
wage rates. 

Ur Praiaual Sabhavasu, the 
Minister of Finance, resisted 
appeals last year for a rise in 
Interest rates to combat infla- 
tion, but following last week's 
a pp ointme nt of a new central 
bank governor, officials say 
agreement is close on raising 
the interest rate celling from 15 
per cent to 17 per cent 

This has been spurred by fig- 
ures from the Ministry of Com- 
merce showing that for the 
first two months of the year 
infla tion was running at an 
annual rate of 6J percent com- 
pared with 5£ per cent last 
year. 

A further boost to inflation 
is expected later in the year 
when oil prices will have to be 
increased now that the special 
fund established to cushion 
Thai consumers against inter- 
national price variations is 
finally depleted. Economists 
fear this could push 
above 7 per cent, at which 
point it could become a politi- 
cally hi g hl y semsitive issue. 

Negotiations between the 
Government and the recently 
more militant unions on 
demands for a 10 per cent 
increase in the daily mmimnm 
wage rate of 78 baht ($3 j 0) seem 
Hkmy to trigger a more general 
round of higher pay settle- 
ments which also will eventu- 
ally nrffl fm petng to the infla- 
tionary trend. 

Enco u raged by thair success 
in Mnefcing government priva- 
tisation for p ublic utili- 
ties, the unions are said to be 
unlikely to settle for less than 
8 per cent 

The centr al bank is. mean- 
while, planning to drain some 
liquidity, ihn tnp hanMng Sys- 
tem through a 30m baht issue 
of bends with a one-year matu- 
rity at an interest rate of just 
over 9 pa cent The commer- 
cial are to main- 
tain 16 per cent of their depos- 
its in. government or other 

airfhnrlfwl hnmfc. 

Officials say that the delay 
in announcmg higfawr lending 
rates has been caused by the 
Government’s desire to find a 
frrrroniq for cushioning home 
Lay ers the fall impart 

of an additional 2 per cent The 
boom In land values in the 
Bangkok metropolitan area. 


coupled with large increases tn 
house prices and sharply 
higher rents, has inevitably led 
to higher levels of personal 
borrowing. 

Doubts persist, however, 
among some officials that the 
Government’s action will be 
enough to cool the economy, or 

pectations, after three years 


of double-digit growth. 


Iraqi leader 
snubs Hurd 

By Victor llaBet 

IRAQ has rebuff e d an offer b 
Mr Douglas Hurd, the WrM« 
Foreign Secretary, to visit 
Baghdad and meet President 


Saddam Hussein for talks on 
the fate of Mr Farzad Bazoft, 
the London-based journalist 

sentenced to death on spying 

charges. 

The Foreign Office in Lon- 
don said yesterday that Mr 
Hurd had expressed .Ids will- 

ingness to go to Iraq on Ids 
way to a meeting of EC and 
Gulf foreign ministers in Oman 
but that the Iraqi authorities 
had said the time was not right 
for such a visit. 

British officials played down 
the Irani reieetkm. 

At a meeting with President 
Sad&mLMr Hurd would have 
appealed for the life of Mr 
Bazoft, 31, an Iranian travel- 

ling on British documents at 
tiie time of his arrest in Iraq 
last ” ‘ ’ 

Mr Hurd would also have 

asked for the release of the 52- 

year-old British nurse Mrs 
Daphne Parish; She was jailed 
for 15 years for giving Mr 
Bazoft a lift in her car when he 

want to investigate an explo- 

sion at a military complex. 


Cairo spring-cleans Arab League HQ 


By Tony Walker and JHian Al-Tahrl In Cairo 


WORKMEN were busy this 
week refurbishing a squat, 
dusty buflding on the banks of 
the Nila They were working 
overtime in cool spring 
weather to restore some of the 
lustre to a structure that until 
this week had seemed more 
Bin* a irmnantoim than the for- 
mer headquarters of a body 
representing all awih states,' 
The Arab League general 
secretariat, which deserted 
Egypt 11 years ago in protest 
at the peace treaty with Israel, 
is returning home. Arab wheel- 
ing and dealing will soon 
resume in the corridors and 
ornate anterooms of the old 
as. 

distance downriver. 


work wag a lso proceeding on a 
lar go while building that: even 
in & unfinished state is one of 
Cairo’s most prominent land- 
marks. Egypt's new NDe-eide 
foreign ministry la taking 


Egyptians are preparing 
themselves for a new era in 
which Cairo is again set to 
become the hub of the Arab 
world. 

This week's decision of Arab 
Foreign Minis ters tn T unis to 
move the Arab League back to 
Cairo was mi yft more than a 
symbolic gesture. It repre- 
sented a desire to strengthen 
the fractions League in the 
face of what are seen as a mot 
titrate of challenges facing the 


Arab world. 

The Arabs are worried about 
changes in Eastern Europe, the 
new age or superpower detente 

the looming challenge of the 
new unified market m Europe 
and by the waves of Soviet 
Jews emigrating to Israel. . 

Old certelnlfeft are crumbl- 
ing and the Arabs are not sure 
how to deal with them The 
return of their headquarters to 
“mother Egypt” seemed to. 
most Arab states like a step 
towards strengthening their 
hitherto quavering voice in 

in te rnati o nal ff ppims. - - 

Mr Mahmnnfl Riaii, a former 
said ihfl* 

oral secretariat to Egypt would 


enable a fresh start to be made 
in calm and rational derision- 
making, 

Egyptian officials worry that 
hopes may be unrealistically 
high, over its ability to weld the 
Arab world's umbrella organi- 
sation into a more effective 
body- They note the deep dif- 
ferences between states and 
between individual leaders. ' " 

But Egypt is overjoyed to 
have the Arab League back, 
a lt hough it is doing its best not 
to make too much fuss in def- 
erence to Tunisian sensitivi- 
ties. One of Egypt’s care bust 
nesses is diplomacy. It; will 
now have a much more efflec- 
ti re form a te which to display 
its wares, . ' ~ 


Cambodian peace 
prospects revived 


By George Graham in Paris 

HIGH-LEVEL talks in Paris 

between the . five permanent 

members of the Security Coun- 
cil of the United Nations have 
revived hopes of working 
towards , a peace settlement in 
Cambotfia, despite the appar- 
ent failure of negotiations 
between the rival Cambodian 

jfectfam to Jakarta lart month. 

The fire countries - the US, 
Soviet Union, China, UK and 
France - agreed on a frame- 
work for elections in Cambodia 
following an eventual cease- 
fire. They b elieve that they 
have restored some momentum 

to a peace process that had 

seemed stalled by disagree- 

ments between tiie go v e rnm ent 
of Mr Hun Sen in Phnom P enh 
and the resistance coalition, 

hidnitlng ' Uie. IThmar Rouge, 

Which opposes him. 

“It was not easy to reach 
ag re e m ent, but riter Jakarta, if 

no agreement had been possi- 

ble it would hare been a seri- 
ous blow to the peace process,” 
said a Western nfUriar 
The five countries have 
already held two sets of talks 
since the faflnre of a foll-ficale 
Cambodian peace conference 
In Paris last summer. They 
ww expect to meet again in 
New, York, if possible before 
mid-May, and mat m Paris. 

Some Cambodian observers 
were yesterday more pesdnds- 
tic, saying that tiie agreement 
between the five permanent 
members was largely irrele- 
vant so loog as Mr Hun Sen 
and the Khmer Rouge are at 
each other's thr oa ts. 

Diplomats ’ -paint out, how- 
ever, that the five countries 
include the mate sponsors of 
the rivals - tiie Soviet Union 
for Mr Hun Sen and China for 
the Khmer Rouge. They add 
that the more detailed the 
framework that can be elabo- 
now, the greater the 


chances of success if a settle- 
ment Is eventually readied. 

The. document agreed In 
Parte late on Tuesday night 
details same pdnri^es mate 
Which ejections could be BeE T 


a slngfeotep process, with the 
election of a constituent assem- 

My w hich would then be trans- 

formed into a parliament, as 
happened in Namibia; simpli- 

fied voter registration, rather 
than a fall-scale census; and 

the establishment of a 
Supreme N ati o n al Council rep- 

resenting “an shades of opin- 
ion among the people of Cam- 
bodia,” which would then 
delegate its powers to a transi- 

tional a u t hori ty run by the UN. 

While the document remains 
discreet on many points, it rep- 

resents a step forward on oth- 
ers, including some of the main 
stumbling blocks in earlier 
negotiations. 

Key among these is the 
absen ce of a reference to the 
genocide carried out by the 
Khmer Rouge when they con- 
trolled Cambodia under Pol 
Pot ft is not clear that Mr Hun 
Sen wiU accept thia omission, 
but Western officials hope that 
the doc ument's references to 
guaranteeing the human rights 
and fundamental freedoms of 
the Cambodian people will pro- 
vide a practical and more posi- 
tive way of addressing tha 
question. 

Had the word “genocide* 
been included, China would 
not have accepted the docu- 
ment, they say. 

The agreement on the form 
mid status of the Supreme 
National Council . s imilar ly, 
ge ts arou nd the sticking point 
of whether the Hun Sen admin- 
Isfratkm should be totally dis- 
solved before the elections, one 
of the principal Chinese 

The five powers also edged 
gosar to agreement that dig* 
hffity to vote should be based 
on residence in Cambodia 
before a cutoff date, which 
could resolve the difficult ques- 
bon of Vietnamese settlers in 
Ctonhodia. China, which 
insists that the settlers should 
not be eligible, has proposed 
the date of the Vietnamese 
wWdl ousted Fol Pot 

in 1978. 
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World textiles reform ‘must take account of private interest groups’ 


EFFORTS ,.to . reform world 
trade in textiles will not suc- 
ceed snless they take account 
of- the private interest groups 
that have helped create and 
shore up the restraints embod- 
ied in .the Mritiflhre' Arrange 
ment (UFA), according to a 
World Bank-sponsored study 
published today, Peter Montag- 
non, . World Trade Editor, 
writes. 

Called Textiles Trade and 
the Devdoping Countries*, the 


study recommends a gradual-, 
ist antorii which builds on 
i the present structure ofvflte .. 
UFA without introducing radi- \ 
cal and sadden change. . . . . 

However, it says that the „ 
Craguy^oflnd. in whJchpsx*:: 
tirfpaBts will -have to bajam*; . 
their- textile concerns' against' ■ 
other trade intetete. touTcrfe-"* 2 ' 
ated a window of o pp o rtun ity ';•■ 
for .agreement' to unwind the -.. 
UFA, Which could benefit^-, 
developing countries ta titt 


ton o£$8bn (£4.7fcn) a year. 

Pe r ceptions have shifted in 
both exporting end importing 
countries which may have 
altered the .balance in favour" 
of reform. The importance of 
tepgttes'tq the most advanced 
countries' has diminished,' it 
S^ettfatepfans by both SW^ 
do. and Norway to ahandoa 
all quantitative restr i ctions 
^cn'V .the present MFA, 

r - meanwhile, the “emerging 


US to table Moeprii 
one-third tariff cuts 


By William DuUforce in Genova 


THE US win today table its 
blueprint for meeting the one* 
third reduction in average tar- 
iff levels which, trade ministers 
have set as the target for all 
countries in Gatt’s Uruguay 
Round. 

Washington was signalling 
its readiness to take an impor- 
tant step in opening up the US 
market to imports, bat it 
would not lower its customs 
duties unilaterally. Mr Rufus 
Yerxa, Deputy US Trade Repre- 
sentative, said yesterday. 

A satisfactory outcome to 
the tariff negotiations would 
cost other countries more. The 
US had gone a long way in 
cutting its duties in prev i o us 
Gait rounds and now expected 
others to make disproportion- 
ately larger reductions, Mr 
Yerxa said. 

1316 US delegation released 
tables to illustrate the great 
disparities between the current 
tariff levels applied by Gatt 
members and the level of tariff 
bindings. By “binding" a tariff 
a country undertakes not to 


raise it agate. 

Pakistan aid mfaMii 1 ' 
average tariff levels df ;aix>ut- 
IGO^Ief Ccen£ have bqnn& 
node- df-feete duties. Tb£VDS ; 
average tariff level Js 49 per- 
cent, with 9 8B per cent at 
du ti es bound. " 

Other controversies are. 
raised by the US offer. Wash- 
ington proposes to reach 
almost one- fifth of trade 
ministers’ target by eliminat- 
ing iU fawffh on agricultural 
imports. The European Com- 
munity insists -that agricul- 
tural tariffs must be handled in 
the separate talks on fba 
reform of world farm trade. 
Japan, too, has so ftr raftmed. 
to put its farm tarfffa on file 

ne gotiating taW» 

The- US offers to meet oue- 
third of the target by "exploit- 
ing" the po ssibilit y of allowing 
duty-free imports of -selected 
industrial products, provided 
other, countries provide the 

wmw t rp n tmgrit fm- tha prod- 
ucts. 

Sectors listed include wood 


products. 


some construction equipment 

■pdZfdertrih electronic atddeiL 

^ .-•C^ucesajaha on other 
imparted products wouM be 
made only* in response to 
xeQOMts^frmai other, cotsxtries. 
But, Mr Yerxa stressed,- the 
2988 US Trade Act gave Presi- 
de nt George Bush very flexible 
negotiating authoritv. BiWrw 
duty, rates of & par centana 
bemw can - be aHmhutrf and 
duty rates above ; 5 per cent 
may be cut tor halt 
Duties od impor t* of textile 
and defiling were a senstttee- 
lssue for the US,' Mr Yerxfc 
acknowledged. Theoretically, 

fop' U S iymW twg ryH. 

ate cots of iip to 50 per cent in 
the duties, but tariff levels 
would, depend on a reiwonaMe 
outcome in the sepa r a t e talks 
in the Uruguay Round on ways 
of integrating ***** Multifibre 
Ar r ange ment, winch cur r entl y 
gov erns trafto la tottlm Hrtn 
Gatt 


Importers win EC dumping appeal 


By Davkl Buchan in Brussels 

THE right of legal appeal 
against EC anti-dumping 
duties has been given to cer- 
tain importers, as well as 
exporters, of allegedly dumped 
products, under a ruling 
handed down yesterday by the 
European Court of Justice. 

In a case concerning two 
so-called original equipment 
manufacturers (OEMs), 
Nashua of the US and Gestet- 
ner of Britain, which buy Japa- 
nese photocopiers and re-mar- 
ket them In Europe under their 


own name, the Court ruled 
that since the proOt margin fat 
OEMs witm w jrrtn the Brus- 
sels Commission’s calculations 
of "Japanese dumping, such 
Intermediary companies were 
“directly and individually" 
affected by Community anti, 
dumping actions; 

Yesterday's ruling thus 
establishes for such, 

as the OEMs a right at appeal 
a gains t d umpin g duties that 
hitherto bad only beteL consid- 
ered open to- atnal mannfoo- 


turers of the eq uipment heay . 
lu g Amfp hi y ttrrHeq - 

Al the same time, the court 
brushed- aside Ww wmpMi^ of 
the OEMs that the- Commkrton 
has reftised their offer to raise 
the price and Bmlt the quan- 
- tity of their apu mIm hi the 
■EC to avoid tnclmdon hi the 

rnwi^iigrfnn’ t 1987 
of d nm|ifng t twit lee fra enpiere. 

The q mrt upheld the Com- 
mission contention that 
im p orter s were in no potitkm 
to Offer undertaking * 


exporters" like China and 
India, which have an interest 
in breaking free of quota 
restraints, may now have 
more dont at the bargaining 
.table than traditional export- 
era such aa Hoag Kong whose 
. market share is guaranteed by 
foe MFA: 

, . ' The study includes a chapter 
by Hr Marcelo BaffaelH, an 
oflldal of the General Agree* 
ment of Tariffs and »wd Trade 
(Gait) and chafrimm of Its Toe- 

Coca-Cola 
India move 
‘rejected* 

’ THE INDIAN Government has 
refected a proposal by Coca- 
Cola to establish an exportori- 
eritori plant fn Tnd i* informed 
sources say, David Housego 
reports from New D elhi The 
US soft-drink maker h ^ri yes* 
today not been told officially 
of the rejection of its proposal, 

but is expecting it within days. 
The plan was Intended to mark 
its return to the Indian market 
after 12 years, and the rejec- 
tion is likely to damage on the 
foreign Investment climate. 

Coca-Cola, which had been 
planning a $2m (£Llm) invest- 
ment, had sought to take 
advantage of Indian regula- 
tions letting w wipanlts set up 
an export industry to distrib- 
ute 25 per cent of their output 
on foe domestic market. Oppo- 
sition from Indian soft drink 
makers the political left 
imii maA> tha former govern- 
ment of Mr Rajiv Gandhi 
shelve a decision. 

Among ministers in the new 
National Front administration 
is Mr George Fernandes, who 
as a previous frulnstry Mfais- 
ter, refused to let Coca-Cola 
Bt&y in India linten* it dflTT+Ad 
its foreign holding. Mr Fer- 
nandes has opposed Coca- 
Cola’s reentry. Coca-Cola had 
envisaged a plant at the Noida 
export processing zone near 
Delhi to make concentrate. In a 
Md to wi»ifp its proposal palat- 
able to New Delhi, it had 
agreed to further export com- 
mitments. 

The proposal had been 
opposed by Pepsico which had 
had to make for bigger invest- 
ments in food processing in 
India before gaining a foothold 
in the soft drinks marfcrf Pep- 
si CO has also proposed an 
export-oriented venture, but 
tins is hkely to be refused. . [ 


tiles Surveillance Body. Mr 
Raflarili warns that only by 
agreeing to a seven ar eight 
year transition period for 
reform, will governments be 
ahl* to dlww the fl i g iiU Muta 
of protectionists. 

He cautions against imdac* 
tog quotas with excessively 
high tariffs as well as 

the introduction of global quo- 
tas which Importing countries 
could auction. High tariffs 
could lead to a lasting distor- 


tion of trade, while global quo- 
tas, which have been proposed 
by the US, would generate rev- 
enue governments might be 
reluctant to forgo. 

Instead, a more gradual 
approach should be adopted, 
stating with the phase-out erf 
tw» restraints which 

account for only a small pro- 
portion of consumption in 
importing countries. The scope 
for introducing new import 
restraints would also be 


re s tricted. 

Minimum rates would be set 
to annual growth in quotas 
and the powers of the Textiles 
Surveillance Body should be 
en ha n c ed , so that, eventually, 
its consent would be required 
before any new restraints were 
imposed by a member country. 

At the end of the process, 
trade in textiles would come 
under normal Gatt rules. 
Importing countries would 
still be able to protect their 


Industries, but onl y thro ugh 
recognised Gatt instruments. 
They would also be unable to 
claim tbey had given some* 
thing away for nothing, since 
they would have had the bene- 
fit of seven years’ extra protec- 
tion daring the transition 
period. Mr Raffaeili said. 

* Textiles Trade and Developing 
Countries. Carl B. Hamilton, 
Editor. 522.95 from World Bank, 
ISIS H Street NW, Washington, 
DC 20433. 


Mexico, Canada boost trade links 


By Richard Johns in Mexico City 


AN important economic 
framework agreement between 
Mmrinn and Canada, aimed at 
lay i ng the bwfa for substantial 
expansion of trade and invest- 
ment flows, will be signed here 
during the visit of Canada's 
Premier Mr Brian Mulroney, 
which starts today. 

Mr Mahoney arrives at the 
end of. an intensive 15-month 
economic-oriented diplomatic 
drive by President Carlos Sail- 
nas-de Gortari during Us first 
15 months of office. The two 
wifi, be resuming a dialogue 
initiated in Paris last July. 

sinfp 1981 , Mwrfftn him main- 
tained a healthy surplus with 

Panaito, mainly through eXpOft 

of manufactured goods, espe- 
cially in recent years, car 
engines and parts. Last year, 
sales to Canada were worth 
C$1.3bn (£6l9m) against 

imports of CS486m, Ottawa 
says. 

Last week, Mr Herminio 
Blanco Mendoza, Under-Secre- 
tary for trade at the Ministry 
of Commerce and Industry 
(SECOFD, said that, proximity 
apart, "this trade is not enough 
for the size of our economies, 
so we have to do something 
farther". 


Mexico is also concerned 
about the implications of the 
US-Canadian Free Trade 
Agreement (FTA) which came 
into effect at the beginning of 
1989 and over a 10-year period, 
will eliminate most trade barri- 
ers between the two. 

Reassuringly, SECOFI 
studies indicate that on the 
beds of zero tariffs, Mexico’s 
interests will not be seriously 
damaged and that, although 
there will be some Canadian 
substitution of Mexican prod- 
ucts, “there are same interes- 
ing complementarities* - the 
catchword here with regard to 
bilateral relations with Canada 
- and trade flows between the 
two countries should on bal- 
ance be stimulated. 

The extraordinary impor- 
tance given by Mexico to its 
relations with Canada was 
reflected by the fact that the 
joint rntwimyrtwi commission in 
Ottawa towards the end of Jan- 
uary was attended by no less 
seven out of 18 of its Min- 
isters. as well as the Attorney- 
General. 

An agreement on combating 
narcotics trafficking is one of 
ten which are scheduled to be 
gf gnwd here. 


Canada -Mexico trade 
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Both Mexico and Canada 
share a lowest common denom- 
inator of fear about being over- 
whelmed economically by the 
US, their most powerful eco- 
nomic neighbour. 

While Canada took the 
plunge in entering into the 
FTA - not without misgivings 
and at considerable risk to Mr 
Mulroney's Conservative Gov- 
ernment, Mexico is ganging the 
speed at which it can Integrate 
into the powerful trade bloc 
through sectoral agreements — 
a process which many in the 


private sector would like to see 
accelerated. 

Implicitly, Mr Blanco made 
it clear where Mexico’s priori- 
ties lie when discussing eco- 
nomic collaboration with Can- 
ada. 

"We can complement each 
other to be a successful com- 
peting unit against Europe, 
against Japan a»d against the 
whole Pacific Basin," he 
declared. 

The framework agreement, 
similar in scope to one con- 
cluded with the US last Octo- 
ber, would "put a lot of new 
blood into wbat both countries 
should be doing to further 
their trade". 

Mr Blanco said he expected a 
specific accord on agriculture 
to boost trade flows. 

Mexico has overtaken Brazil 
as Canada’s leading trading 
partner in Latin America and 
is now Ottawa’s "first priority” 
in the region, according to its 
diplomats here. 

Besides trade, Canada ranks 
eighth in investment terms in 
Mexico, but the cumulative 
total of capital committed is 
only 5400m (235m), a sum 
exceeded by many multination- 
als. 


Eximbank backs $95m credits for Mexico 


By Nancy Dunne in Washington 


THE US Export-Import Bank 

ywateHl B y pitwMaH WMny far 

595m in trade credits for 
Mexico in the first of a new 
series cf transactions designed 
to help debtor tmtiima raise fin- 
ancing from the US capital 
markets. 

Mr inhn Macomber, Brim- 
bank chairman, saM the pro- 
cess, called "bundling,” will 
supplement the Brady Plan to 


ease the debt load on Third 
World Countries because it 
releases new financing needed 
to boost growth. 

The facility is being 
extended to Banco Nadonal de 
Comercio Exterior which will 
draw on a credit line from 
Flat Inte rst at e Bancorp of Los 
Angeles to Hmmro individual 
purchases. Once the drawings 
on tim Hm» of credit reach a 


sufficient value, they will be 

"bundled” fafa* Rrtmhanlf^iiar . 

nntppH notes and sold on the 
rapj tal market. 

A key player in the arrange- 
ment is tiie Industrial ftmt of 
Japan’s Los Angeles agency. It 
will provide a $13m letter of 
credit backing the portion of 
the fimds not guaranteed by 

Brim hank 

The scheme thus helps 


involve commercial hankw to 
provide new money for Mexico. 

Mr Macomber raid there is 
"solid evidence" that this first 
$80.75m medium-term guaran- 
tee facility will he followed by 
other bundling deals totaling 
an additional $300*$500m in fin- 
ancing this year. Other debtor 
countries may eventually qual- 
ify for the scheme If they insti- 
tute economic reforms. 
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an pe fl£t 
revived 


The most reliable path to a perfect copy is the shortest. 







In a copier, the shorter and simpler the paper 
path, the less likelihood there is of jamming. 

A simple notion - but it took a touch of genius 
from Oc6 to turn the thought Into reality. 

The unique Oc§ image transfer system brings 
the image to the paper by way of two belts, there is no 
need for the paper to travel deep inside the machine. 

This feature is common to all Oc6 mid- and 
high volume copiers, from our tough walk-up ma- 
chines to the mighty, very-high-volume Oc^ 2500. 

The result, in short, is 
superb reliability and virtually 
no chance of paper Jams. 


Oc£=LQ. 





Copying and printing with the simple touch of genius. 

Ocd OJK) Limited. Head Office. Langston Road, Laughton. Essex, IQ10 3TH. OzsEd - Telephone 01 - 508 5544: 
Oc6 Copiers - Telephone 01-602 1851 : Oc6 Office Automation - Telephone 01 -5020038. 
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THE JAVA FUND 

THE JAVA FUND (CAYMAN) LIMITED 

(Incorporated wdh limited JiobUity under the Ims qf the Qpman blonds) 

Placing of 3,000,000 Participating Shares of 
US$0.01 each of a price of US$10.30 per share 
and listing on 

The Stock Exchange of Singapore Limited 


Arranged and Administered by 

LIPPO ASIA LIMITED 

Underwritten by 

LTCB MERCHANT BANK (SINGAPORE) LTD* 
J.M. SASSOON & CO. (PTE) LTD. 

SWISS BANK CORPORATION 
(Investment Banking) 

TONG YANG SECURITIES CO., LIMITED 


February, 1990 


Give your company (f F . 
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tost jour company to Cleveland and 
sohe many mafor problems — recruiting 
and retraining soft — paying the earth far 
premises— spending time in Baffle jams — 
and wnnjrfng about the oast of Bring. 

Oevetand has fast dass answers. 
Skffled and adaptable people, IoqibI and 
ha rdworking. Low cost factories and 
business properties with unbeatable 
incentives and Enterpri se Zone 
opportunities. 

Fbst road finks together wtihexceflem 
afir and tater <*y services. Also Cleveland 
has the second largest port far England. 
Beautiful coast and country an the doorstep 
offering Inapensfte housing and time to 
relax. 


More busi ne sses and famffles are 
realising the a dva n t ag es deirefand offers. 
For a first dass resp o nse post the coupon. 
Iff you aamtp beat the post — freefo n e 
aewhndl. 



AMERICAN NEWS 


Brazil shuts 
banks ahead 
of economic 
package 

By IvoDawnay 

in Rio do Janeiro 

banks and financial pwly b 
in Brazil were dosed yester- 
day, after a wave of rumour 
and speculation ova: the con* 
tents of ErazH’s imminent eco- 
nomic package. 

At the mn* time, Mr Mail- 
son da Nobrega, the outgoing 
Finance Minister, announced a 
10.72 per cent devaluation. 

The shutdown order came 
after had dosed on 


halting thousands of last- 
minute transactions planned 
for yesterday, the eve trf the 

Inauguration of President-elect 
g fr raa ndn Collar de Mello. 

Some newspapers have 
detailed reports on what they 
say will be in the anti- 
inflationary package, due to be 
mmmmriri to Congress tomor- 
row by Mr Conor's new admin- 
istration. 

These Included heavy new 
fawi on banks and on corpo- 
rate profits from financial 
operations, an end to the over- 
night market in government 
paper to be superseded by an 
“trrerweek” system, large tar- 
iff increases, and drastic cuts 
in subsidies Incentives. 

Also the subject of intense 
discussion was the possibility 
of the creation of a new cur- 
rency - which would be the 
third in four years - and a 
prices and wages freeze, as 


T* wmaniBd imfliwr wh e t he r 

the enforced holiday stemmed 
from a request from Ms Zella 
Cardoso de Mello, Finance 

Minister-designate, or was a 
n) nw hy fl if ontgaing admhriff . 
tration of President Jos6 Bar- 
ney to stem a run an banks 
and savings accounts. 

An wwwnnwi client of a Sfto 
Paulo bank was pi aiming to 
withdraw NCzSOOm ($7. 1st) 
from one account yesterday, 
according to a television news 
rep o r t . Runaway inflation — 
now believed dose to 90 per 
wmt a month — encour- 
aged many to hold huge sums 
in deposits, earning inter- 
est of 3 per cent or more a day, 

Grenada seeks 
coalition 

MR BEN JONES, outgoing 
Prime Minister, of Grenada* 
was yesterday at the centre of 
efforts to create a government 
in the Caribbean island, no 
party which contested the gen- 
eral election on Tuesday hav- 
ing a workable majority in the 
15-seat parliament, Canute 
James reports from Kingston. 

Mr Jones, the only minister 
of the ruling National Party to 
keep his seat, was being 
approached by other parties, 
mainly the National Demo- 
cratic Congress, led by Mr 
Nicholas B raith watte , which 
took seven seats. 

The latte said Mr Jone s was 
the only other Enppflwiful gob- 
didate with whom the NDC 
could form a coalition, but the 
premier was expected to ask 
for a senior cabinet post. 

The Grenada United Labour 
Party of Sir Eric Gairy, former 
prime minister, gained five 
seats. 


Bush and Thatcher to meet 


PRESIDENT George Bush »™l Mrs Marg aret 


issues on April 13. Good Friday, on the - 
Atlantic island of Bermuda, Peter Riddell 

reports from Washington. 

Mr Mariin Fltewater, the White Horae spokes- 
man, said the informal session would co ver a 


Europe, Nato and bilateral relations, 

Thlswffl be their first meeting smee the Brit- 
ish Prime Ministe r visited Washington in late 
November: qfoee then not only have there been 
major changes in Europe, particularly over Ger- 
man unification, but Mr Bush has met boa 
President Francois Mi tterrand of France arm 
Chancellor Helmut Kohl of West Germany. 

The British side felt that it was time to have a. 
face-to-face meeting to discuss pressing Issues 


R gyviatofl with German imWcation such as the 
future of the alliance, the stationing of allied 
troops on German soil, the status of German 
forces within the Nato command structure as 
well as arms control talks, Lithuanian ^indepen- 
dence and the political position of Mr Mikhail 
Gorbachev, the Soviet feader. 

Jfrs Thatcher has made ao secret-of tier con- 
cern ova: the pace of German unification and 
she wGl want to influence US thinking in view 
of the dose Washington-Bonn links on the issue 
and ahead of Mr Gorbachev's visit to the US in 
June. 

• Mr Bush and Mr Mitterrand will hold talks in 
Raida on. April 19, a flench statement said. No 
reason or agenda for the meeting was 
Their last bilateral meeting was an the 
been fcfand of Saint Martin in December- 


SEC proposals to face opposition 

By Peter Riddell, US Editor, in Washington. 


PROPOSALS TO allow the 
Securities Exchange Com- 
mission to curb computerised 
programme trading approved 
late on Tuesday by a House 
committee /ace stiff opposition 
in the S enate and from the 
Treasury. 

After several months of 
debate, the House Energy and 
Commerce Committee has 
approved l egisl a tio n giving the 
SEC strengthened powers. 
These include the authority to 


require the disclosure of large 
securities’ trades and authori- 
sing if to assess the financial 
camfitian of brokerage firms’ 

holding - MwnpmtoL The SEC 

can require quarterly reports 
on the firumrorii condition of 
the affiliates of broker dealers. 

These power were particu- 
larly sought by the SEC, and 
barked bv the Treasury, after 
last month’s Drexel collapse. 
However, controversy remains 
over fCOTtafanis to permit the 


Expansion ‘slow’ in US 

By Anthony Harris in Washington 


ECONOMIC activity is 
expanding slowly in most parts 
of tiie US, according to reports 
yesterday from the banks in 
the Federal Reserve system. 

However, construction is 
drifting down, with no recov- 
ery expected this year, and 
manufacturing was still 
depressed at the beginning of 
March. Credit demand is 
reported to be soft. The 
repeats, in what la known as 
the Beige Book, provide the 
most upto-date picture of the 
real economy. The Book will go 
before the Federal Open Mar- 
ket Committee at its next 
meeting on March 27. 

The report, which reflects 


conditions up to March 6, 
gests no development w] 

might provoke a change in 
monetary policy. 

Also, the report shows sharp 
contrasts between different 
sectors. That of aircraft is 
reported working at full 
stretch for the indefinite 
future, but weakness in the car 
industry is r ep o rted as having 
widespread effects, and the 
computer section is also week. 

• The Commerce Department 
reported a 02 per cent rise in 
tinrirtiMK in u BniHHwi tn Janu- 
ary, despite a fan of more than 
5 per cent in automotive trade 
stocks. 


SEC to prohibit or restrict 
activities, mainly programme 
trading,. that have contributed 
to market volatility, and may 
continue to do so. 

The. wording has been toned 
down to Hmit the authority of 
the SEC to an emergency 
power, and has the support of 
the SEC. But the Treasury con- 
tinues to oppose such limits on 
programme trading as “overly 
broad and potentially harm- 
fliL” The Treasury will seek 
support when the bill goes to 
the House floor. 

. A parallel bin now awaiting 
action on the Senate floor does 
not include any ban on pro- 
gramme trading. Differences 
will have to be resolved in a 
Senate/House conference. 

Before the bill was a ppr ov ed, 
members of the House commit- 
tee were informed by Mr Rob- 
ert Glauber, a Treasury under 
se cre ta ry, {hat the department 
thought the revised language 
still gave the SEC “extremely 
sweeping authority.” 

Mr Glauber said the Trea- 
sury continued “to believe that 
the blunt approach of govern- 
ment intervention to stop pro- 
gramme trading is an inappro- 
priate way to address these 
problems." 

The Treasury is pressing for 
a single regulatory framework 
for stocks, options and stock 
index futures. 


Venezuela debt deal takes shape 


By Stephen Fkfier, Euromarkets Correspondent 


A COMPREHENSIVE deal to 
restructure Venezuela’s medi- 
um-term bank debt appears 
rapidly taking shape in New 
York in talks between Vene- 
zuela and its bank creditors. 

The deal, which will aim to 
lower Venezuela's .$20.5bn 
(£12bn) bank debt; bdrden 
under' th«> * biiflatt ve<» laundiad * 
by Mr Nicholas Brady. US. 
Treasury S ecreta ry , is likely to 
offer more options to banks 
than any of the three deals so 
far agreed. 

Deals for tferim and - Manila 
are fi«*ntiany complete. Bank- 
ers say a deal agreed with top 
hankers for Costa. Hica is to 
te mp orar y abeyance, with the 
country having missed IMF 
targets. Bankers, who behave 
an agreement with Venezuela 
cotild be announced over the 
next week, say the following 
options are being discussed: 

• New money: Banks could 
provide new money equal to 20 
par cent existing exposure. 
This is likely to be accom- 
plished by the issue of new 13- 


_ rate notes at an 
margin of if of a point, 
covering- old -and new debt. 
Thus, a bank with $500m. expo- 
sure will get a new floating 
rate note of 3600m. 

' • Bonds for debt swaps: Debt 
and d ebt^ serviai reducti on 

sfmtiar.to t. 
package, could well be offered.-. 
The banks and- Venezuela 
appear closer on the discount 
to face value, with talk appar- 
ently centring cm a 25-30 per 
twit discount, g g»in«t 35 per 
t wrf to tile Mexican dash 

• A debt buy-back: An ele- 
ment of the Philippines deal* 
but not tiie. Mexi c a n one, the 
buy-back for cash may be 
offered at *50 per cert-armore 
discount. 

• A partial interest “holiday*: 
Banks ' may opt for give Vene- 
zuela reduced interest for fire 
years, with Interest returning v 
to market rates afterwards. 

Bankers say some Important 
Issues remain to be resolved, - 
Banks are keen. for a strong 


“value recovery" element in 
the bonds for- debt swaps, 
allowing them to recoup con- 
cessions if Venezuela's econ- 
omy, especially the oil price^ 
performs successfully. 

Leading banks disagree 
whether the Venezuela d ea l 
shoald be offered, as a single 
package through the advisory 
.committee! of - banks led by 
Chase Manhattan, or the 
options should be offered sepa- 
rately. Venezuela is resisting 
comprehensive restructuring 
of the debt of any bank which 
chooses none of the options. 
The gove rnm ent sees this as 
an encouragement to banka 
not to participate.. . 

Each option will involve 
banks going into a new accord 
with Venezuela, similar to foe 
Mert on ? case. Non-participants 
wifl be left in dd agreements. 
One complication, tankers say, 
is that it to -not- yet .-known 
what official, resources, includ- 
ing^ IMF and World Bank 
fonds> will be available- to back 
foe deal. • . 


Argentine 

economic 

minister 

quits 

By Gary Mead 
in Buenos Aires 

THE DIVIDED Peronist 
administration in Argentina 
has suffered a farther blow 
with the resignation of Mr 
Hector Gambarotta, deputy 
Economic Minister. 

He submitted his resignation 
late on Tuesday. This abrupt 
departure, a week after the 
introduction of an austerity 
programme which he played a 
key role in developing, is 
linked to a decision to bring 
back a former Central Bank 
governor, Mr Javier Gonzalez 
Fraga, to a senior post in the 


The latter was made gover- 
nor by President Carlos 
Menem when he took office to 
July, but resigned on Novem- 
ber 24 over exchange rate pol- 
icy. Even so, he gained the 
respect of Mr Antonio firman 
Gonzalez, who was then a Cen- 
tral Bank vice-governor. Since 
being appointed Economy Min- 
ister in last December, Mr 
Rrm»n Gonzalez has tried to 
draw Mr Gonzalez Fraga back 
to foe economic team. 

Mr Gambarotta’s resignation 
increases speculation that the 
incipient divisions in the Per- 
onist party, between factions 
loyal to Mr Menem and those 
more inclined towards Mr 
Antonio Cafiero, Governor of 
Buenos Aires province and 
president of foe Peronist party, 
now stand even less chance of 
being papered over. 

Mr Cafiero was unexpectedly 
defeated by Mr Menem in the 
race for the Peronist presiden- 
tial nomination, since when 
foe former has beat lukewarm 
towards the latter, and has 
never given unqualified sup- 
port to the president’s eco- 
nomic policies. Before he 
joined the cabinet. Mr Gambar- 
otta was in Mr Cafiero’s pro. 
vtorial economic ministry. 

In particular, Mr Cafiero this 
week has expressed sympathy 
for trade unionists who are 
demanding a reversal of Mr 
Menem’s drive towards privati- 
sation of a dozen loss-making 
state companies. 

Texan primary 
goes to oilman 

MR CLAYTON Williams, a 
multi-millionaire rancher- 
oilman who boasts of his fist- 
fighting ability, is the early 
frqpt-nn ^r _tp^wfpT he gover- 

on Tuesday with 61 per cent of 
. the vote, Peter 
from Washington. 

The Democrats will need a 
runoff an April 10. a bruising 
primary having left Mrs Ann 
Richards, state Treasurer, with 
40 per cent of the vote, slightly 
ahead of Mr Jim Mattox, state 
Attorney-General, on 37 per 
cent. Former governor Mark 
White was eliminated with 19 
per cent 

Mr Williams, who spent 38m 
(£4.7m), mainly -his own 
money, to win, has been shown 
with alleged convicts breaking 
stones - his answer to the 
state's drug problem. 

The decisive election will be 
to November. 


c lhe 



of theWorld' 


235 manieres d’etre unique. Dans le monde entier. 

(The diversify of arftnresj 

For your personal copy of oar Directory of 235 luxury hotels woridwjde. In your choice of English, 
French, German, Spanish, Italian or Japanese, and for reservations, co n tac t your travel consultant or telephone : 


U.S.A. /Canada (800) 223-6800 
New York City (212) 838-3110 
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France (19) 05.90.84.44 
Holland 06 022 1123 
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Switzerland 046 05 1123 
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Brazil OD 800-1803 
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Tb the Holders of 

JAPAN AIRLINES COMPANY, LTD. 

U.S. $1,000,000,000 

4% per rant. Bonds 1993 with Warrants 

NOTICE OF FREE DISTRIBUTION OF SHARES 
AND 

ADJUSTMENT OF SUBSCRIPTION PRICE 

Pursuant to Clause 4 (A) of the Instrument dated Anri! 20, 
1989 under which the Warrants to subscribe for shares of Japan 
Airlines Company, Ltd. were issued, you are hereby notified that 
a free distribution of shares of our Company at the rate of 0.03 
share for each one share w iU be made to the shareholders of 
record as of March 31, 1990. 

As a result of such distribution, the Subscription Price at 
which shares are issuable upon exercise of said Warrants will be 


liable upon exercise oi 

adjusted pursuant to Condition 7 of the Warrants, from 16,708.00 
Japanese Yen per share of common stock to 16,221.40 Japanese 
"Xen per share of common stock, effective April L 1990 (Japan time). 


JAPAN AIRLINES COMPANY, LTD. 

by: Dai-Ichi Kangyo ’frust Company of New fork 
as Disbursement Agent 

Dated: March 15, 1990 
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or Gunter Breitling : 

Financial Times 
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15 rue du Cen drier 
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Tat (022) 7311604 
Telex: 22589 
Fax- (022) 7319481 
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A novel solution in Peru’s poll 

Sally Bowen reports on growing support for Mario Vargas Llosa 


A N upwardly-mobUe 
sta i rca s e an d a gnnni- 
nating bean , are two 
new choices in the bewildering 
array of party logos facing 
Peruvian electors as they pre- 
pare fin* the general ejecti on s 
on April 8. So far, the staircase, 
symbol of novelist Mr Mario 
Vargas Llnsa’s right-of-centre 
Democratic Front (Fredemo), 
has a healthy lead to the polls 
over the kidney-shaped pulse 
that represents Socialist. Left 
G S) c andidate Alfonso Bar- 
ran te e — affectionately' known 

as ft^oUto (little bean). 

This election, the third in 
Peru’s decade of democracy, is 
‘all about change - a gain. The 
country's dire economic plight 
after almost five years of gov- 
ernment by Alan Garcia’s 
American Popular Revolution- 
ary Alliance (Apra) has forced 
all candidates - even Apia's 
own - to distance themselves 
from current policy; and. the 
farther the better. 

Novelist Mr Vargas Iiosa Is 
likely to win the presidency 
even though he wm probably 
have to go to a second round 

rarwiff. Riw P naflp mn allfannt* in 

also predicted to win overall 
majorities In both booses of 

congress. An admirer of Mrs 
Margaret Thatcher, the 53- 
yearokl writer promises a lib- 
eral economic package to 
reduce the state sector, cat 
bureaucracy, privatise exten- 
sively, reward individual initia- 
tive and promote property, 
ownership. 

. In a country where corrup- 
tion is rife , and politicians dis- 
credited, voters perceive this 
writer turned national saviour 
as honest and psaantially mm. 
pnlHiral 

He cuts a handsome figure In 
his moralising TV mots, but it 
is common to bear commenta- 


tors ^say to Lima: ^Peruvians 
win vote for him from neces- 
sity, not affection-’* • 
Fredemo’8 main -electoral 
drawback is its dependence on 
two .established, but partially 
discredited Peruvian parties. 
Popular Action (AP), led by 
former President Fernando 
Belaunde Terry, and the Popu- 
lar Christian Party (PPC). 

Mr Vargas Llos&’s Movement 
for Liberty has attracted many 
previously apolitical business- 
men and educated, largely mid- 
dtodass Peruvians since it was 
establis he d as a rallying point 
against Pr esiden t Alan Gar- 
da’s 1987 attempt to national- 
ise the banks. But there have 
been several temporary rifts 
within the Fredemo alliance' 
over foe past nine months and 
- the future of the coalition to 
government looks uneasy at 
'best. . 

O pinion surveys suggest 
Mr Vargas Llosa will 
capture around 50 per 
cent of the popular vote, bat 
surveys almost certainly 
underestimate the traditional 
strength of foe left-wing par- 
ties to the Andes. 

Almost lfim Peruvians, of a 
total population of 21m are reg- 
istered to vote ami .forecasts 
indicate that some 8m wOL get 
to a polling station. But of 
those who make it to s potting 
station, anywhere between a 
fifth and a third will spoil their 
votes, through fear of terrorist 
reposals or because of simple 
disenchantment with politics. 

Spoiled ballots will , almost 
certainly rob Mr Vaigaflll08& 
of a first round victory d: desplte 
his high-profile teteylrioaori- 
euted campaign whkhpohtical 
analysts say is costing wellto 
excess of JlGm. Television is. 
more important -titan over to- 


reach remote areas where tra- 
ditional whtetie-stop campaigu- 
. tog fe too dangero us. 

...The mafo question is over 
who will take the novelist into 
foe second round. The Pere- 
: vian left split last year, leaving 
the original United Left (ID) as 
a strong grass-roots party with 
a respected but uncharismatic 
candidate to 44-year-old univer- 
sity professor Henry Pease. 

The moderate left has a pop- 
ular candidate to the 62-year- 
old Cujamarca-bom lawyer and 
ex-mayor of. lima, Alfonso Bar- 
rages, but -it lacks a popular 
organisation. 

The ruling party candidate, 
48-year-old Luis Alva Castro, is 


overshadowed by the i rrepa 
fide President Alan Qaroii 
prevented constitution 
from running a gain thfe .* 
but with his sights set o 
1995 comeback. 

The Vargas Llosa camps 
directed by the American ] 
licity agency Sawyer Mi 
(chosen after foe Candida 
first choice, Saatcbi & Saad 
turned down the centre 
could perhaps still pull ouJ 
the stops for a first-round 
with emotional appeals. 

But thus far Mi Vargas L 
has remained adamai 


game. 
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AMERICAN NEWS 


The ways of General Stroessner linger on 

John Barham visits Paraguay where the faces have changed but values stay the same 


P . araguay used to be a 
typical Third World tin- 
pot dictatorship. Now it. 
has become yet another strug- j 

f og Third World democracy.. 

year ago. General Alfredo 
Stroessner’s brutal alliance 
with corrupt soldiers, grasping 
politicians and a rapacious 
merc hant class .ended in a 
coup. ■■■■.■ 

' Today, the o u tward symbols 
of democracy flourish, yet the 
essence of Stroessnerism lin- 
gers on. GenStroessner's suc- 
cessor, President Andres Rodri- 
guez has become: the real 
. power in the land. 

. He is the army general who 
rose to prominence under Gen 
Stro ess ner, only to topple the 
old . tyrant in a coup and: tri- 
umph hi flreefs h rfi^rinmi tn 
May. The previous regime had 
become too crude, too ineffi- 
cient and too embarrassing to 
continue. ' 

Now Gen Stroessner-speads 
Iris lonely exile watering tele: 
vision and rarely leaves his 
house in Brasilia. Under Mr 
Rodriguez, the press is free. 
Congress functions, human 
rights are almost Inviolate. . 

The notorious kleptocracy 
has jbeen softened. Contraband 
has been brought into the 
open, casinos and lottery 
operations pay higher taxes . 
(payable to the treasury) and 
overt corruption is discour- 



PrerideatAndi^ltoarigiMgg fli e in s M Vflto.rdee undttf S trQCTsnarlwftga hating him a year ago 


Nonetheless, the old ways 
die hard. The new president's 
famfly and cronies have 
over the old guard’s busi- 
nesses, although many chief 
bureacrats have kept their jobs 
or been promoted. 

Payoffs, commissions and 
contributions continue, albeit 
at- lower intensity - The Colo- 
rado 'party, which has ruled 


Paraguay foer half a- century 
rem a ins e n trenched in power.' 
Above all, the. army Is stiH the 
hcy.tohuslxiesstmd politics In. 
Paraguay. 

Mr Rodriguez, a career sdl- 
ifiw >mn brdh iq) an 
sive fortune. His extended fam- 
ily is reliably said to own 
interests in awjhwp houses^ 
banks, cigarette and luxury car 
concessions and a br ewery as 
well as a^ number of ranches. 

. A western 'diplomat com- 
mented: “By Paraguayan stan- 
dards, he is^ not corrupt B is 

an a rm y fanti^nn .fn 

spend half your day on private 
business.** 

Mr Miguel Angel Casa- 
blanca, a former exife and now 
an ambassador at large, recog- 


nisedtbat *tha Feteuary 1989 

coup was not a revolution, 
where an entire structure is 
changed.** Naturally, there a re 
str u c tu res that have remained 
from the oH regime and take 
time to be changed. - 

But it cannot be tental that 
there has been a melon 
-advance. 'The Government .te 
taking the initiative to advance, 
.and deepen democratic 

rpfhrma ** ■ 1 

Mr Domingo Laino, the rind- 
haired leader of toe opposit ion 
Authentic . Liberal Radical 
Party CPLRAX one ef toe few 
Paraguayan politicians who 
dared stand up to Gen Stxbeo- 
sner. retorted that Its not dif- 
ficult to improve on Stroee- 
sner’s foDdiric. Hitlerism. In 


political terms, things have 
advanced, although repression 
of social and economic 
demands continue. Nothing 
has been done against corrup- 
tion.** 

However, a sympathetic dip- 
lomat pointed out that Para- 
guay cannot be expected to 
suddenly hlnaa pm fritn a mod- 
em society after 35 years of 
Stroessner. 

And even the new govern- 
ment's admit its 

liberal economic management 
is reasonably sound. 

Inflation rose 30 per cent and 
toe economy grew 5.5 per cent 
in 1989. Trade and private 
investment are rising. How- 
ever, commentators argue that 
civilian are virtually 


irrelevant in a country that 
has known htfle more than a 
decade of fame democracy dur- 
ing 180 years of independence. 

Beal power emanates from 
toe presidential palace, which 
is nrthnatriy an swerable only 
to the army. "Rodriguez keeps 
co n tro l over every bit of soci- 
ety, Just as Stroessner did.** Mr 
Ricardo Caballero, an editor at 
ABC Color, an opposition 
newspaper, said. "The power 
a c cmnu latod in presidency 
b ttffl there. The new people 
coming up want to get rich 
too." President Rodrigues has 
purged Stroessner loyalists 
from toe azmy and the Colo- 
rado party. 

Paraguayans are revelling in 

their new freedoms, but they 
are still uncomfortable with 
toe awiriarWtt of democracy. 
Mr Caballero said “we have a 
counterfeit democracy. Our 
poBtidans Into toe sixth sense 
of zeal poMUctona. They have 
no poMdes ctf their own. As 
long as civilian leaders have 
this the army will HU 

the gap." 

An Asuncion street vendor 
said: "Democracy is very nice, 
but it is expansive. Prices go 
nn but our Incomes do not. 
Democracy is for toe politi- 
cians, not the people. Now 
there is crime, but there wasn't 
any under Stroessner.” 

However, President Rodri- 
guez remains very popular and 
toe Colorado party should do 
well in the October local elec- 
tions. 

Yet Paraguay’s real demo- 
cratic test will come when 

nnr wrf <jr ib imi mil ftvr rn mn ing : 

ful change begins to anerge, 
tempting the army, the govern- 
ment ami the Colorado party - 
the main Paraguayan 
power -to revert to type. . 


Nicaragua says $300m US aid may come too late 


By Thn Coom in Managua 

THE LIFTING of toe US trade 
embargo on Nicaragua and the 
promise of $30Qm m ««n«nte 
aid “is a positive signal but it 
will have little immediate 
impact? accarihng to Vice-pres- 
ident Dp Sergio Ramirez. .. 

Central Bank cash reserves 
"are now no more than $8m", 
he said yesterday in an inter- 
view. As a result toe staterun 
h ankin g system has. been 
unable to meet a run on depos- 
its since last month's efecttons 


and whlch has - triggered a 
- phmge of toe cordoba currency . 
by more than 50 per cent jn ha 
value against toOdoQar entoe 

black market -- 

Dr Ramirez said "We have 
not ftann. hank eo-ae. 

not to create even more uncer- 
tainty. The banks are paying 
cut-in so far 'as they areaur 
but.be added- that- such a deri- 
sion may have to. be taken “m 
toe coming days." The-run-has 
aOocted btdh too cordoba and 


.US dollar denominated dep» 

its.., 

The nfflrinl CT ch ang n rate 
stands at 46900 cordobas to the 
dollar. The parallel pet "tou ris t” 
rate remains at 58,000, but tois 
week toe black market rate 
rocketed from 60900 to nearly 
100900 as people, discovered 
they were unable to convert 
their cordo ba b iddings into 
more secure -foreign currency. 

- M«ny toad and foreign, com- 
. pantos hold (heir cash reserves 


in high Interest-bearing cor- 
doba tone deposits in prefer- 
ence to dnTiarf since fir- 
mer came an offer last year 
and when toe foreign exchange 
market began to stabilise 
under an austere adjustment 

pbm 

The, black market rate far 
the dollar underpins many 
jrtffiw in the economy. H Qw 
foreign exchange scarcity per- 
sists, 'Mm Violets Barrios de 
Chamorro pmjdmttoct, 


could take over the govern- 
mwit on April 25 in ft* midst 
of a new surge of Inflation, 
without ftawria in the hanking 

system to finance the next crop , 
cycle, and with toe prospect of 
a burst of wage demands. - 
Although $30ten in economic 
support has been promised by 
US P re siden t George Bush fen* 
the new Government, this may 
well arrive too tote to prevent 
an ammniic debacle daring 
toe handover.. 


Noriega 
wins early 
round in US 
drug case 

By Henry Hamnuun 

in Miami 

GENERAL Manuel Antonio 
Noriega, the former military 
ruler of Panama who Is facing 
drug trafficking c harg es in a 
US court, has won a victory in 
preliminary legal skirmishing. 

The trial judge, William 
Hoeveter, has ruled that Got 
Noriega’s lawyers wDl be able 
to keep their strategy for 
using classified information 
secret from the Government 
until close to the start of the 
trial. 

The decision came In an 
order which Is required by the 
US Classified information Pro- 
cedures Act ( C3PA ). C3PA gov- 
erns the use of classified infor- 
mation in trials and Is 
supposed to protect defen- 
dants* right to a fair trial 
while guarding the govern- 
ment against the release of 
BBkritive information. 

hi other recent cases involv- 
ing classified information, 
g ov e min ent proeecutora have 
been «m« #n i — r n somethin'? 
of defence str ate gy by finding 
out what ri««t»ii»d documents 
the defence wants to use. 

In the Iran-Contra trials of 
both Colonel Oliver North and 
Aiimfrai J ohn Poindexter, Jus- 
tice Department officials have 
had some to informa- 

tion about defence plans to use 

i nfnr i pA Hmi 

But Judge Hoeveleris order 
specifies that toe prosec ut ion 
is not to be told about infor- 
mation toe defense is amik ln g 
without a special court order 
or defence permission. 

Gem Noriega's legal expert 
on classified documents, New 
York attorney David Lewis, 
was elated at the decision. 
"We won the most imp o r t a nt 
issue," he said. 

Mr Lewis was less mtooslas- 
tie about another aspect of 
Judge Hoarder's ruling: The 
Judge appears to have 
extended restraints on the 
wkww Of classified Informa- 
tion to fn d n*» not only US 
classified Information, bnt 
also faad gn classified tnfiwmn- 
tom. 

Defence attorneys have said 

they plan to use foreign intelli- 
gence information which was 
known to Gen Noriega because 
of life roles as of inteRi- 
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New technologies require new perfor- 
mance pofymer& Here EM5 fe the 
dalist Using EMS petfomrahee pbfy- 
mfifs, our customers manufacture new.- 
products: superior nw sophistknted 
and more successful products. Our cus- 
tomers — they are etedric and electro- . 
nfcs companies and the automotive . 
packaging, sports and leisure industries. 


With our worldwide, experience and 
fechnicd support ^rlSfabdsihewtsyBi 
solving problems wherever- the high^f 
standards in performance, polymers are 
required. ’ 

EMS. the name you can font A Swiss 
Company with guaranteed quaftjj 
reKabflfy and customer seivica. 


for performance polymers: . 

EMSCHEMEAG. 

CH-7013 Domat/Ems, Switzerland 
Phone 081/36 63 11, Fc« 081/36 74 01 

EMS-GRILON IUK1 Ltd, Astonfields 
Industrial Estate, Drummond Road 
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Air France is pleased to introduce its new 
virion of business travel: Le Clflb, a crea- 
tive space conceived for the demanding 
executive. A whole array of exclusive ser- 
vices have been designed to facilitate ypur 
business trips before, dur- 
ing and after the flight. 

Such as separate check-in 
counters. State-of-the-art 
comfort. A champagne 
welcome. A gourmet 
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meal and the best wine cellar in the sky. 
Car and hotel rental services. Air France, 
the airline with die most destinations in 
Europe, sees business travel from a uni- 
que perspective. As does French sculptor 
Daniel Buren with his 
work in situ entitled 
“Passage". Come share 
that vision. Fly Le Gub. 
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UK NEWS 


Testing times in the tumult of world affairs 

Philip Stephens finds Bri tain ’s Foreign Secretary invigorated by challenge and change 


IT HAS become a political 
clicihe that Mr Douglas Hurd 
was bom to be a Conservative 
Foreign Secretary. Every week 
he spends in the job reinforces 
the impression that it is one of 
the few such truisms worth 
repeating. 

Running Britain's foreign 
policy - albeit under the 
watchful and frequently intru- 
sive scrutiny of a Prime Minis- 
ter who has her own deter- 
mined view of Britain's place 
in the world - has Invigorated 
Mr Hurd. 

Barely nine months ago his 
political future looked less 
than encouraging- He learnt 
through the press that his job 
as Home Secretary had teen 
offered to - and turned down 
by - Sir Geoffrey Howe in the 
July Cabinet reshuffle. The 
Foreign Office was handed to 
Mr John Major. 

After a decent interval, Mr 
Hurd's destiny seemed a com- 
fortable slot in the House of 
Lords, with ample time to pur- 
sue his hobby of writing politi- 
cal thrillers. 

Mr Nigel Lawson’s resigna- 
tion in October changed all 
that. Mr Major took over as 
Chancellor; Mrs Thatcher gave 
Mr Hurd the job which he had 
always coveted and which she 
had always seemed determined 
to deny him. 

The tumultuous events in 
the Soviet Union and in East- 
ern Europe, the implications 
for Nato and the European 
Community of German unifica- 
tion, the troubled outlook for 
Hong Kong, and beginning of 
reform in South Africa, have 
presented the 60-year-old for- 
mer diplomat with a hectic, if 
difficult, agenda. 

Swapping tours of Britain's 
prisons and police stations for 
EC summits, trips to Eastern 
Europe and forays to Washing- 
ton and Hong Kong, has 
enhanced his confidence and 
political standing at Westmin- 
ster. 

In the still unlikely event 
that Mrs Margaret Thatcher 
were to stand down before the 
next general election, Mr Hurd 
would be seen as a potential, 
though compromise candidate 
for the succession. 

Mr Hurd appears hardly ruf- 
fled by the Government’s pres- 
ent bad patch. The poll tax, be 
concedes, may never be popu- 
lar, but it would be improved 
by next year. Lower inflation 
and, eventually, Lower mort- 
gage rates would help restore 




Mr Douglas Hurd: a potential, although co mpromis e, candidate to succeed Mrs Thatcher 


the Government's standing. 

On the health service, the 
environment and the quality of 
public services in general, the 
Government could expect to 
significantly enhance its image 
in the run-up to the election. 

Mr Hurd’s thoughts this 
week were directed towards 
more substantive issues than 
speculation on the Tory back- 
benches. 

The Foreign Office was 
engaged in a frantic attempt to 
save the life of a British jour- 
nalist condemned to death in 
Iraq. Hr Hurd said he could 
say nothing on such a sensitive 
issue - a tew hours later an 
offer to travel personally to 
Baghdad was rebuffed. 

On Monday he bald tn 
Bonn with Mr Helmut Kohl, 
the West German Chancellor 
on the question of German uni- 
fication. The result, he hoped, 
had been to draw a line under 
a “substantial patch of misun- 
derstanding” between Britain 
and West Germany. 

Mr Hurd leaves the impres- 
sion that he would not have 
chosen some of the phrases 
employed by Mrs Thatcher in 
her outspoken comments on 
the need for Bonn to recognise 
its international obligations 
during the unification process. 

He is unapologetic, however, 
about the aim, and crystal 
clear about Britain's strong 
Interest In the reunification 
process. 


“The overwhelming British 
interest Is that a united Ger- 
many should fit, with a mini- 
mum of jam and jolts, into a 
stable Europe," he said. 

Before last month’s agree- 
ment in Ottawa that the exter- 
nal aspects of unification 
should be hammered out 
jointly by the two Germanics 
and by the four wartime pow- 
ers - Britain, France, the US 
and the Soviet Union - there 
was no framework to ensure 
that happened. 

The Ottawa formula had 
been a “turning point”, as 
Bonn’s change of heart on the 
question of guarantees for 
Poland’s post-war borders with 
East Germany. On the latter, 
Mr Hurd said: “It is a matter 
for negotiation but the princi- 
ple is accepted that the fron- 
tiers (with Poland) will stay 
and will be sanctified by 
Treaty." 

The main priority now for 
♦lip aft, who began at offi- 
cial level yesterday, was to 
ww n w> that a rmAterit fl e m u my 
remained part of Nato. That, 
Mr Hurd said, was vital to 
Western security. 

He acknowledged that Presi- 
dent Mikhail Gorbachev 
appeared to have hardened 
Soviet resistance to such an 
outcome but said Moscow was 
setting out a traditional posi- 
tion which would be tested. 

No-one wanted to make life 
more difficult for the Soviets in 


VISA 


LOCAL CURRENCY 

24 HOURS A DAY AROUND THE WORLD. 




m 



Hong Kong 

When you travel abroad you can use your 
Visa Card to get local currency at the touch erf 
a button.* 

Visa’s cash dispenser network is the largest 
in the world with 16,000 conveniently situated 
in Europe alone 

When you’re short of cash just took for a 
machine with 
the Visa sign. 

I VK4 

V you do not yd have your I watmm ■ 

Persuna} kkmifktHion Number, 
aril your Visa Bank 


present c ir c u ms ta nces but in 
the last resort: “They do not 
have a veto. They have aright 
of expression.” 

He expected a further round 
of official talks quite soon after 
the May 18 elections in East 
Germany, followed by a minis- 
terial level gathering towards 
the aid of next month. 

“We will be pressing to get 
on . . . I would like to see the 
key issues resolved by the ttma 
of the CSCE (tiie 35-nation Con- 
ference on Security and 
Coopera tion in Europe) In the 

He is equally keen that the 
process of absorbing East Ger- 
many into the European Com- 
munity should proceed as rap- 
idly as passible. There will be 
tough negotiations over the 
budget and over derogations in 
such fields as n* mv n a amiaiit 
and competition policy. 

The Foreign Secretary is 
cautions though, about the 
wider implications of unifica- 
tion for closer E u rop e an inte- 
gration. His views cm the Com- 
munity — whapwri rim-tag his 
tfana as an aide to Mr Edward 
Heath during the accession 
negotiations of the early 1970s 
- are widely regarded as more 
positive than those of the 
Prime Minister. 

But he is keen to avoid the 
sort of clashes which fre- 
quently bedevilled relations 
between Sir Geoffrey and the 
Prime Minister. 


Asked directly whether be is 
more "European* than Mrs 
Thatcher, he replies eflipticaUy 
that: "I see the Prime Minister 
very often and I think that we 
work together very 
well . . JBut neither of us dic- 
tates the other’s phraseology. I 
think that is 80 tt Should be." 

So, thoug h be speaks of the 
need - when Mr Major judges 
the economic conditions are 
right - for Britain to take ster- 
ling into the exchange rate 
mechanism of the European 
Monetary System, he is more 
circumspect about more 
far-reaching institutional 
changes such as a single cen- 
tral bank. 

The view that a unified Ger- 
many makes a more closely-in- 
tegrated Europe more urgent is 
met with a certain scepticism: 
“I do not think it is axiomatic 
that you would make the Ger- 
mans less German by changing 
the (BCD institutions." 

Britain would play a positive 
rote in the InterGovemmental 
Conference on economic and 
monetary mnnw rin^ to begin 
in December but, changes in 

Printing hmMtnMnmi jfonnlri not 

necessarily be apriority. 

The Foreign Secretary plays 
down widespread reports at 
Westminster that he was dis- 
mayed by Mrs Thatcher’s deci- 
sion last month to break with 
the rest of the EC and lift same 
of its sanctions against South 
Africa after the release of Mr 
Nelson Manddla ■ 

Mr Hurd, who win visit Pro-. 
tnria qm a fact finding mission 
next week, agrees that he 
would have preferred the com- 
promi se hs offere d to other 

CqupniHntty jfliVwk ttiYipnt g — flu 

agreement by the 12 that they 
would all lift the i nve s tm ent 
ban whm the South African 
government ended the present 
State of Emergency. 

But if unilateral action by 
Britain was “second best,” it 
was essential to respond posi- 
tively to President F W de 

meri t'll mmmHmmt to reform. 

He is cautious about the mes- 
sage he will be taking to Pre- 
toria, but it is clear that 
Britain will now like its 
response to be followed by an 
end of the State of Emergency. 

From South Africa he wfll 
return to what is expected to 
he a stormy reception from a 
large minority of the Govern- 
ment’s own supporters to his 
pinna to grant full British citi- 
zenship to up to 225,000 people 
in Hong Kong. 




British economy faces renewed 
outbreak of pay-rise pressure 

Du l.k_ | nhnnr Ulinr 


By John Gapper, Labour Editor 


A FRESH outbreak of wage 
pressure. in the British econ- 
omy was signalled yesterday 
when British . Rail unions 
rejected an 8 per cent pay offer 
and a reduction In the working 
week from 89 to 87 hours, tied 
to productivity Improvements. 

Union leaders in the electric- 
ity supply industry said they 
would ballot 76,000 manual 
workers on industrial action 
over an K5 per cent offer, while 
28,000 gas manual workers 
only narrowly accepted riS8S of 
between 9 and 98 per cent 

British Rail union leaders 
said they were seeking a pay 
increase of at least 10 per cent 
for 93,000 s taff 

They said the conditions set 
by BB for a reduction in the 
manual working week were too 

lyrwl| 

There is concern among 


unions at the effect of inflation 
and the . Introduction of the 
community charge or poll tax 
on members' standards of liv- 
ing. 

Leaders of the rail unions 
said they wanted to build on 
the "marginal” amount by 
which last year’s 8-8 per cent 
wage settlement was above 
inflation. The figure was 
agreed after a series of one-day 
strikes. 

Mr Andy Dodds, assistant 
general secretary of the 
National Union of Raflwaymen, 
said he believed members 
would be willing to take action 
to force a higher pay increase. 

He said they wanted an 
. increase of at least the 10.2 per 
emit won by workers at Ford 
Motor Company in January to 
“clawback" some of the prob- 
lems of low pay and long work- 


fees at Heathrow, Gatwick 


Small aircraft face 
London airports ban 

By Paul Betts, Aerospace Correspondent 


REGIONAL airline companies 
risk being priced out of Lon- 
don’s two largest airports, 
Heathrow and Gatwick, 
because of sharply higher land- 
ing fees at Peak hours co imlwi 

with higher navigational and 
air traffic control charges in 
British airspace. 

Small nirHnes and co r porate 

Jet users are also concerned 
about proposals to ban all air- 
craft with fewer than 80 seats 
from both Heathrow and 
Gatwick. 

The higher landing fees and 
the aircraft size restriction pro- 
posals have also been opposed 
by British Aerospace, which 
fears that the moves might 

damaana gales of its range of 

.small turboprop reglraal air- 
liners and corporate jet air- 
craft 

Air UK, in which KLM Royal 
Dutch Airlines holds a minor- 
ity stake, has decided to halt 
its Norwich-Heathrow service 
operated by a Shorts 360 turbo- 
prop aircraft at the end of fids 
month because of the higher 
Heathrow landing foes. 

Other regional airlines. 
Including Brymon, have 

Wa nwl Hi at ftn hi gher ehnrge g 


and possible aircraft size 
restrictions might severely 
restrict regional air services in 
the UK 

They have also given warn- 
ings thatreglonal air fores are 
likely to rise by 10-15 per cent 
next mmft as a result of the 
Mghw charges. 

New Chafes to be set this 
week by BAA, the airport oper- 
ator, include a £50 increase to 
around £400 in the peak-hours 
landing charge for all types of 
jets at Heathrow, and a higher 
peak-hours charge for turbo- 

JTpp^r 

BAA wig** intends to Intro-, 
duce a flat landing rate for 
peak hours at Gatwick from 
next month of about £315 for 
jets and £289 Ear turboprops. 

One small airline source said 
yesterday: /“It wfll cost virtu- 
ally the same to land a jumbo 
jet or a tiny turboprop at 
Gatwick next month in peak 
hours.” BAA said the fees 
reflected the scarcity of land- 
ing dots at peak hours at both 
Heathrow and Gatwick 

An official added: “The idea 
is to recognise the value of 
scarce resources at peak peri- 
ods at our airports.” 


ing hours in the industry. 

Mr Paul Watklnson, 
employee relations director of 
British Hail, said he be lieved 
that 8 per cent was a fair open- 
ing offer. . . . 

He said it was pitched at a 
level that would allow BR to 
re tain and motivate its staff. 

Some 23 per cent of all wage 
settlements foil in April, and 
renewed conflict in large 
national negotiations is likely 
to damage the chances of wage 
increases being contained 
below the rate of infl ation ,- as 
the Government has urged- . 

The Government is racing 
tough negotiations on wage 
settlements for its 280,000 mid- 
dle-ranking and junior civil 
servants, who should receive 
pay rises of between 7 J2 and M - 
per cent under king-term pay 
deals agreed last year. 


Poll tax chief 
will be Welsh 
Secretary 

Michael Cassell, Political 
Correspondent 

MR DAVID HUNT, the UK 
local government minister 
with responsibility for the new 
local government poll tax, is to 
replace Mr Peter Walker as 
Welsh Secretary, though not 
until the end of May. 

The decision to announce Mr 
Hunt’s appointment so for in 
advance is thought at West- 
minster to be without parallel. 
It was made to end speculation 
about Mr Walker’s successor, 
following the premature disclo- 
sure <«rHi»r this month of his 
fntanrtprf resignation. 

There had been suggestions 
that the identity of the new 
Welsh Secretary might not be 
revealed until any summer 
reshuffle. Downing Street indi- 
cated, however, that the Prime 
Minister, Mrs Margaret 
Thatcher, wants to avoid 
changes this year. 

The timing of the takeover is 
intended to allow Mr Walker to 
wind down at the Welsh Office 
and to allow Mr Hnnt to see 
through the implementation at 
the poll tax and any charge- 
capping measures an high- 
spending councils. Mr Hunt, 
45, was bom In Wales and rep- 
resents Wirral West. 


Motorola S$ooX portable cellphones 
Sor only £2$ + VAT each? 


IViars right, a brand new Motorola 8500X portable ceflphone, complete 
wirttt trickle charger and toother carrying case for only £25 ♦ VAT each. 
CnomKd price £500 + VAD MktimitoriqucnTtit{es apply. - 

* choice of CeBnet or Vodafone 
• standard one year airtime ag rooment . 

* 30 second bfl&ngoncafis "vouchers cue avcrildble now. 


MtCantic 


PROMOTIONS 
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AFTER TWO YEARS’ CAREFUL PREPARATION, 

LIKE TO OFFER YOU SOME FOOD FOR THOUGHT. 


At American Airlines, we can honestly 
that onr new menustook two years to 
pare and perfect. During, that time, we 
e been engaged in consultation with . 
ling chefs in Europe and the XLSy, as well 
with a profesfor m the . study of wine at 
i of America’s leading universities. 

In fact, no effort has been spared in pro-; 


ductng innovative, healthy food, and wines 
of unmatched quality. • . . 

And it seems that our efforts have been 

appreciated.. 

- - Just recently, the : readers of Business 
Traveller Magazine weie asked to nominate 
their top ten international carriers. Yhese 
carriers were then inritedto.takepart in a 


specially staged competition, in which a 
panel of international experts sampled rep- 
resentative menus. ■ 

American Airlines, having entered the 


comperirion for the first time, was award 


ed first place overall for best food 


and wine in^dMV Business and 


But the good news about our food and 
wines is just for starters. You’ll be hearing a 
lot more about our new Business Class service 
in April. In the meantime, if you’d like to *r- 


range your own tasting on one 

of our daily 

transatlantic flights, just contai 

7t your travel 

agent or call us on 0800 010151 
m a jls— is. 

a 


Sometbing special in the air. 
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UK NEWS 


North-west England plans £500m development 


Manchester unveils its bid 


Rush hour 
train driven 


to hold 1996 Olympics 


wrong way 
up tunnel 


Vanxhall, Peugeot and Nissan help to push motor ou tput up 5.9 /o 

Car production at highest level since 1977 


Bf Karin Dona, Motor Industry Correspondent 


By Ian Hamilton Fazey, Northern Correspondent 


By Roy Hodson 


MANCHESTER yesterday 
announced its bid for staging 
the 1996 Olympic Games. Flans 
hmlnde a £500m development 
for a main EtaHinm, swimming 
pool and arena, and an Olym- 
pic village designed to be con- 
verted into a science park. 

The plans involve 25 sites in 
north-west England, with the 

1.000- acre mam site on the 
banks of the Manchester Ship 
Canal, near the junction of the 
M62 and M63 motorways and 
20 minutes from Manchester 
Airport 

Details of Manchester's ted 
as the British candidate for the 
games have already been sub- 
mitted to the International 
Olympic Committee, which Is 
to decide be twe e n six contend- 
ers at its meeting in Tokyo on 
September ia 

A total of 81 venues or 
groups of facilities are needed, 
of which 14 are in place and 12 
are in planning or development 
for reasons other than the 
games. The new ones, which 
will be in the canalslde com- 
plex, will cost about £500m but 
interest is said by organisers to 
be “strong” among property 
developers. 

The bulk, of the Olympic vil- 
lage would not become housing 
afterwards but a science park 
for high technology industry. 
Modular building design would 
enable easy conversion. The 
area abuts Trafford Park, the 

2.000- acre industrial estate 
bring rejuvenated by an urban 
development corporation. 

The plans have the foil sup- 
port of the Manchester Ship 
Canal Company and North 
West Water, which own most 
of the rawifllglilB land 

Mr Rick Parry, director of 
the Manchester Olympic Bid, 



An empty London 
underground train was driven 
along a formal in the wrong 
direction towards a train 


MANCHESTER key facts: 189 miles NW of Umdim. Garter of 
Incorporation, 1838. Created a City in 1*53. Population (1881) 
448,674. Area approx 45 sq University founded 1880. 

Connected to Irish Sea by Manchester Ship Canal (opened 1884). 
Commercial and industrial centre engaged in engineering, chem- 
icals, c tofoi"g , food processing and textile industries. Ba nkin g 
and insurance centre. . 


last M<md « y evening's rush- 
hour at 6 pm in an incident 
that L ondon Underground is 
now giving foe priority of a 
major disaster. 

The driver of the empty 
train became disoriented after 
bring told to manoeuvre foe 

train to a cross-over paint. H*e 
signalling system was unable 
to cope as he set off north 
Instead of south on foe Picca- 

dllly Line from Kings Cross. 

The rogue train was stopped 
Just 400 feet from a stationary 
train crammed with 800 pas- 


UK car production increased 
by 5B per cent last year to 
1.299m, the highest level since 
3977, according to figures from 
foe Society of Motor Manufac- 
turers and Traders. . 

The increase was helped by 
shaiply higher output by V&ux- 
h&n, Peugeot and Nissan. 

At the same time, commer- 
cial vehicle o u tp ut rose by JL9 
per emit to 328490, the highest 
level since I960. ~ 

Output of both cars and com- 
mercial v ehicles slowed dnring 
foe second half of 1989 as the 
UK vehicle market weakened 
from previous record levels. 

Production of trucks in par- 
ticular has declined steeply in 
foe last six months with virtu- 
ally all truck makers sow oper- 
ating on three or four-day 
weeks. 


Car output by Rover, the 
ading UK car maker, fob by 


said operating profits were 
conservatively forecast at 
between £125m and £175m on 
budgeted income of £650m 
from television rights. Mem- 
bers of the IOC had suggested 
that £lbn would be a more 
realistic figure by 1996. 

An Independent report on 
the likely economic impact last 

wwmth put the b ffirflt 

of Manchester staging the 
games at £2bn. The city is com- 
peting with Athens, Atlanta, 
Belgrade, Melbourne and 
Toronto. 

Mr Bob Scott, foe bid’s chair- 
man, said good security, and 
existing infrastructure and 
facilities were likely to count 
In Manchester's favour. 

Old Trafford Cricket ground 
would stage baseball - anew 
sport in the games - with 
equestrian events at Haydock 


Park racecourse and in the 
grounds of Tatton Park - a 
former stately home near 

KnutsfonL 


Football would be played at 
Old Trafford, Anffeld and 
Goodison Fade, ^ lminiw of 
Manchester United, Liverpool 
and Everton football clubs 
respectively - while fencing 
would be at the Liverpool Gar- 
den Festival HaR. G-Mex, for- 
merly Manchester Central Sta- 
tion and now an exhibition 
hall, would put on volleybalL 

Chester would stage canoe 
raring and rowing and Bury 
the white water canoeing. The 
yachting regatta would be in 
Tremadog Bay, off Pwllheli, 
North Wales. Boxing is sched- 
uled ftw 7-t-ri wrtwfe rf Tmwnt 

and leisure mwpto piarniwi 
near Accrington. 


Kings Cross was the scene of 
a Are disaster on November 
18, 1887 in which 81 people 
were killed. 

Disaster was av erted in this 
new incident by the prompt ; 
action of foe driver of foe sta- j 
tionary train. He saw 

apyrnarhluy train Ti ghts and 

reached through his window 
to seise some 12-volt t elephone 
wires, sheeting the drentt. 

A progr a mme Is now going 
on throughout the ander- 
ground network to redesign 
parte of the signalling system. 
Work will be completed by the 
weekend. Fifty stationary red 
lights are being fitted at 
points Identified as possible 
accident sites, of a similar 

awlitort 

“The present signalling sys- 
tem cannot understand that a 
train is going backwards in a 
one-way tunnel", a London 
Underground manager said 
last flight- “The new lights 
will warn a driver in the 
remote possibility of this ever 
ha ppening ' again". 


Tearting UK car maker, frU by 
&5 per cent to 434£16 from 
450,666 a year earlier. In foe 
face of Mnng sales in the UK 
and in the DS. 

The company’s Land Rover 
four-wheel drive vehicle 
operations performed more 


strongly, however, with a Jump 
in output of 202 per cent to 
55*240, supported tor a strung 
increase jn sales of its Range 
Rover four-wheel drive vehicle 
and foe start of production of 
the “Discovery , Us new mid* 
range vehicle. 

Vanxhall, .foe UK subsidiary 
of General Motors of the US, 
raised Us car output by 18 per 
cent last year to 208,333. 

The other main contributors 
to the higher level of UK car 
output were Peugeot at its 
Ryton, Coventry assembly 
plant, and Mraan of Japan, 
which raised production at its 
Sunderland assembly plant by 
36.7 per cent to 77.282. 

Car ou tp ut by Jaguar, the 
htxnzy car maker taken over 
by Ford at foe end of last year 
for £L6hn, fefl by 7.3 per cent 
to 48J3&. 

The decline in the UK truck 
market had a heavy impact on 
UK truck output last year with 
production by Iveco Ford at its 
Langley, Berkshire &H-. 

faigby 98 per cent and Leyland 
DAF at its Leylimd, Lancashire 
plant by 5.4 per cent. 


UK VEHICLE PRODUCTION 
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1989 

Jan-Dee 


1988 

Jan-Dee 


1989/83 
% Change 


CARS 

Tow 

Rover (British Aerospace) 1 * 
Ford 

Vauxtntl (General Motors) 

Peugeot 

Msaan 

Jaguar 

Rotts-Royce (Vickers) 

Lotus (General Motors) 


1 , 299,082 

466.619 

382.581 

208,333 

107.195 

77,282 

48,138 

3£54 

1,061 


1,228,535 

474.687 

37&S42 

176.489 

82,326 

56.541 

51.939 

2.968 

1,336 


COMMERCIAL VEHICLES 

Total 

Fort 

Rover (British Aerospace)*" 
Leyland DAF (DAF) 

IBC Vehicles (GM/tauzu)tt 
Vauxhall (GM)t 
Ivecoford ' 

ERF 

AWD 

Renault Truck Industries 
seddon ASdnson (Enasa) 
Foden (Paccar) 


326,590 

143^71 

44.842 

33.320 

38,056 

29,156 

14394 

4,319 

4,385 

2^60 

1,950 

1,562 


317.270 

132.833 

45.612 

36.077 

34.804 

30211 

18.519 

4.258 

5.979 

3.842 

0430 

1,669 


viywsf- 

-■*•4 

- •*** 

- . 


-*.* T- 


te w Jariwa vna woU andw jtxaort 


> and Land Romn. 


Badtord. hum. ONE «*£ 
Sounat Sedaty of Motor 


GUINNESS TRIAL 


Jury told of decision to suspend Saunders 


By Raymond Hughes, Law Courts Correspondent 


TWO MEMBERS of the 
Guinness family yesterday 
OT piafaarf why they decided in 
January 1987 that Mr Ernest 
Saunder s, chairman and chief 
executive of Guinness, must be 
suspended. 

Mr Edward Guinness, an 
exe cut i ve director of the com- 
pany' between 1971 and 1967, 
b*ih tw for him foe ‘Trifler* 
had been a report by Price 
Waterhouse, the company’s 
auditors. 

He said it completely contra- 
dicted what Mr Saunders had 
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told him about his (SaimdmQ 
knowledge of payments made 
to supporters of Guinness in its 
takeover battle for Distillers. 

Mr Guinness said he had 
read the report after Mr Saun- 
ders bad told Wm foal he bad 
been unaware of foe nature of 
what are alleged to have been 
unlawful payments. 

”13181 was foe moment what 
I tamed my face to the waU 
ami realised foe Inevitable was 
going to happen,* Mr Edward 
Guinness ydd 

The Bon Mr Jonathan Guin- 


ness, a non-executive director 
between 1961 and 1988. said he 
supported Mr Saun- 
ders- whom he described as 
the best managing director 
Guinness bad since the 
1950s - until the executive 
d ir ectors had derided, he most 

go. 

The two men were giving 
evidence at the trial of Mr 
f ftnmrierg, Mr Gerald Sanson, . 
Heron group chairman, Mr 
. Anthony Parnes^a City stock- 
broker. and Sir Jack Lyons, the 
wifl fin nair H financier. 


The four defendants deny £ 
charges arising out of an alleg- 
edly unlawful share support 
operation mounted by Guin- 
ness during the takeover bat- 
tle. 

Mr Richard Ferguson, QC. 
for Mr Saunders, suggested to 
Mr Edward Guinness:“You 
decided to sacrifice Mr Saun- 
ders for what you t ho ug h t was 
file good of the company T 

Mr Edward Guinness agreed. 

It he said, been "a very 
painful decision." 

The trial continues today. 



Britain toughens stance on role 
of French state-owned companies 


By Chartes 


and taui DavMaon 


THE Government yeste r day 
signalled It may take a tougher 
wfamnw a gainst French state- 
owned pnwMnimi m a king 
acquisitions in the UK in a sig- 
nificant «wft tn the emphasis 
of competition policy. 

The move co nfi r m s Hwt the 
rqlo of French/ state-owned 
enterprises is fikdy to i w w n w 
jm tmarasingiy co n trov er s ia l 
Ingred ient jn negotiations over 
European cymmwrriiy competi- 
tion policy. • 

iiwn wii flii the P lan ch rav- 
eminent y est e rday xttaend 
plans drawn up by Sr Lem 
Bril tan, Hm European Commis- 

rianer for Competition Policy, 
to introduce stricter rules gov- 
erning the reporting of finan- 
cial relations between govern- 
ments Hwrfr nationalis ed 
companies. 

Mr John Redwood, the Cor- 
porate Affairs Minister, warned 
that when a public sector com- 


pany proposed a merger or 
acquisition, the Director-Gen- 
eral of Fair Trading would 
examine not only that 
company, but all the state- 
owned companies in that sec- 
tor, to whether the. 

move would be an&competi- 

tire. ’ 

Although Mr Redwood 

, «*W1 JUgr afa rtnnMUrf jn.-gftn- 

exal terms,' ft is riaarly wlnwri 
as a foot across the bows of 
French publicly-owned compa- 
nies keen to ac qnhriHnng 

in tiie UK. 

The Government has become 
concerned ftat having enacted 
a wide-ranging privatisation 
programme, acquisitions by 
French state-owned companies 
is' rrtntntdndng public owner- 
ship through the back door. 

Mr Redwood’s statement, 
made -to a London conference 
on -European mergers and 
acquisitions, is also intended to 
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Influence negotiations over the 
European Commission's 
rfiwie H vn tm erngg bor- 
der acquisitions. 

- The Department of Trade 
and Industry said -that .while 
the British, market was very 
open, it was more difflcnlt far 
British companies to make 
acquisitions m France partly 
-becauserof the extent OJrstate 
ownership. 

Mr Redwood said: "We will 
always consider the competi- 
tion overlap between compa- 
nies tint Can ultimately under 
thp imitnriai influence or con- 
trol of a single organisation." 

He th« statement after 
announcing that foe £30lm bid 
by Oricem, foe French state- 
owned producer fin: 

Coates Brot h ers, the UK faiks 
and resins manufacturer, 
would not be referred to foe 
Monopolies and Mergers Com- 
mission. 
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vw five not few 
days a weighty docu- 
men t wfll arrive on 
the desks of the 
senior exec uti ves of London's 

ar lwyUa hig.i> p^ii!% - 

The document is the Adver- 


XJK advertising : 

Gradually losing its bloom? 
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teriy forecast of reh 
expenditure for flw UK. 
summer the AA sent a rocket 
through the -industry by 
anaonnclBg that £tftvS8tog's 
era of apparently effortless 
growth was coming to an end. 

The agencies, which were 
accustomed to revmne rising 
well ahead of Inflation, had 

th*ir em mlrfnmt ra i n f l rt r w ri that 

there would be so real growth 
in advertising expenditure this 
year. 

Three months ago the AA 
changed its forecast to a fan - 
in real terms — of 1 ner «***> 
for this year. The agencies are 

now bracing themselves for the 
news that the AA may have 
changed its forecast - down- 
wards — yet again. 

Since last summer the adver- 
tising industry has looked 
more ^ m ore Hte an Indus* 
try sliding into recession. The 
crux of its problems is the 
inmact of increased <»<*»**> 
rates on consumer spending 
and corporate profi t s . Some cli- 
ents are c u t t i n g their market- 
ing budgets. Others are delay- 
ing decisions on new 
campaigns until the last possk 

Hb mnr rw n t. 

Most of the major agencies 
have been forced to eut costs. 
Scarcely a week goes by with- 
out Campaign magazine report- 
ing yet another round of 
redundancies. 

This week the Industry's 
problems were highlighted by 
the stormy scenes at SaatcMA 
Saatchi's general meet- 

ing and by TeDowhanuneris 
announcement that it would 
report a £3^n loss for the cur- 
rent financial year. 


AEce Rawstborn considers the outlook for the industry 

8ofBLlhoiiAfl3ltl»iiida9- 
tryhas had to fare is a alow* 
down in the rate of growth - 
not a . real reduction is tne- 
nue. fit the same ve&n toe 
SaatcM AGM and Yegoaftanv 
mer's -profits warning, both 
Lowe and Abbott ISead^Ufiis 
have unveiled healthy sets of 
results. - 

"We are an industry that 
“ -s nrii fl»d gt ^ 
so - long that when 
slows down, everyone 
themselvee into a 

Marti n Sorr ell, eta 

of the WPP Group, which . 

J Waller Thompson and Qgflvy 
& Mather, two off ther largest 

a pmr4**f_ . . .._ 

Mike Wateqoo, to i ee csrch 
consultant who prepana tKe 
AA forecasts, agre^Wtoat 
happened is that thereto' 
of growth has come down to 
one axnroectaina tfaemmSiaC 
the economy as a wiaS^any 
other Industry it would not be 
a big deaL“ 

. But advertising is not Uke 
other Industries. Ope problem 
is that its costs ate stul rising 
at an average rate of 10 
cent and - despite an the 
losses - the co mn e ti i toa 'foe 
talented staff is as not m epte. 

This means toat iaeacv mnfit- 
amoty can mu, even u revenne 
rises in line with Inflation. 

Another problem that agen- 
cies have is their fixed operefe- 



ing costs. Once an agency has 
covered costs, its additional 
revenue is almost aU profit. 
Conversely, if revenue tolls 
and it fails to cover costs, prof- 
itability plummet*. - 


t&ren that staff represent 
-toe majority - roughly Pt. per 
«ent T - of an agency's costs, if 
revenue «m*»i to* only ( ri fan 
Is to died staff hi the ]gut- 
tjm ej^^agyg^ ctoay^ato 

strried, tt can easfly lurch toto 

p wiMwii /fl atw g 

is tha threat of a 
i hi toe tetevfatiotf mar- 
I market has been weak 
: autumn, but has soft- 
enad - NgoMdudly tax to* o b m i- 
ing mfflx tos of twg yw 
■Tbe kid offlmadba| on 
JTV fefl an in xwu terms ^ in 
according to. as ti- 
Metfia Week msga- 
I fell ferther in Febru- 
ary. Another fe& is ex p ec t e d 
fox much. 


^The television market is 
very, very soft,” says Nell 
Blackley, advertising analyst 
it brokers Jampn CapeLTf it 

S ts worse the ind u stry could 
In for a lot of trouble." 
.The structure of the market 
is such that slight tolls In 
demand er** exMaaatod. 
Television airtime Is bought 
god sold according to the pre- 
emptive system, a “blind ano- 
“ Imy^hy i iy nriM b id for 
knowing they will be 
if *nnth*r bidder 

a higher pHiy for the 
same spot. This means the 
market is very sensitive to 

demand. When demand Is high, 

tdenriskm rates rise. But when 

de man d *i*<»ir«w« h» -m-tm nf 

atattma fills at a rapid rate 
(3m tliMt ppmn M tend to 

bo Ijy fMwn|iiinnlcy T^ OD tbe 


amount of money they s? 
for thdr a ton hi the 
price of TV airtime can toad to 
a reduction In the agency's 
iBCOme as cUents out toelr bud- 
while still buying the 

a m oun t nf flfa-H mn 

There la already evidence 
that some cMenta are taking 
advantage of this. Retailers 
and travel companies have 
been catting budgets since 
interest rates began to bite last 
spring. Food, drink and house- 
hold nrodnets w u bmuIm •*•* 
now also cutting ScIl The 
cmly rectore to expen- 

diture tax the opening mnnfov 
of the year were financial ser- 
vices and n ew s p a p ers . 

If one company In a sector 
cuts beck, it lessens the cotn- 
jwUUi e pssBB ottotoarciMa- 
panics to mstaxtatn their adver- 
tiring budgets. Bzhux Sturgess, 
an analyst at Barclays de Zoeto 
Wedd, Is pessimistic: He sus- 
pects the tV market could cot 
fopee and that toe advertising 
industry Is on toe verge of its 
"wont recession since 1975". 

If the market does deterio- 
rate It la the larger ■ g*« , . i «n 
which would be most vulnera- 
ble since they era most 
exposed to television. The aver- 
age ■ ym y « p*wh frym ♦h ww a 
third of Its money - just over 
81 percent - antefevman,but 
the larger agendas spend 
much more. The 
dea - So atc b l. BSBd)oriand 
andXHBB - spend 54 per cent 
of their money an television. 

The impact on the larger 
agrantea will, however, be miti- 
gated by the fact that most 


h*kmg tn tot a nia tW 011 Imlflfag 

companies with Interests in 
other areas of marketing ser- 
vices. The WPP Group, for 
frmhmr*. depends (St advertis- 
ing for only half of its revenue. 

fbe ngTmriBB are also cush- 
ioned bythe trend towards 
iBi i m imt bv ftu M L nether 
conunlafan . or a cotoUsation 
of the twa TMs means that 
toey wffl be less vtOnsraKe to 
the fluctuations or airtime 
rates. 

Most agendas admit that the 
only hope of increasing reve- 
nue this year Is by winning 
new But as there is 

relatively Utile new business 

around many agendas axe cau- 
tious about taking on extra 
staff to service their new 
accounts. "Everyone is 
aware of the need for 
housekeeping," says 
Bair, chairman of PubHds. 

Lonxa TUhian. advertising 
analyst at Warburgs, says; 
"The Bcnaflde agencies have 
already cut costs by shedding 
sUffln the autumn. They 
should be able to shelter their 
profits flora a W! in expendl* 
tore. But there is still a lot of 

|Blt to HW 1 ^ OUt." 

Even the optimists In the 
industry do not expect condi- 
tions to Improve xxnill the 
fourth ouaxter of ihi* veer at 
the earnest/ Many agencies 
suspect that they wfll nave to 
wau for an im pm n niant j pitil 
early next year. 

SaatcM expects a toll in reve- 
nue - in real terms - of 1.7 
pear cent this year followed by a 
possible mmifnt iiv p» * at U 
per cent if the Government 
■w ww ih to revitalise the econ- 
omy ixTthe approach to the ] 

IV-T t rtytinq , 

“So for 1890 has been very 
tough.” says Jeremy Sinclair, 
Saatchi’s «t*nnty c hairman. 
"As for the rest of the year. It 
to really too soon to say what 
will happen." 


Mercedes wins in 
corporate identity 

Alice Rawsthora on a Europe-wide study 


on role 
ompanies 
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Boots’s programme to catch the shopper’s eye 

Maggie Urry reports on retailers’ early experiences with in-shop TV advertising 


O n Monday this week 
toe UK chemist disht, 
a test in two eff its shops of an 
fn-store television system designed to 
advertise directly to customers tax fixe 
shop - the point where 85 per cent of 
purchasing decisions are ™-**, . 

The system is operated by Con- 
course Communications, formerly 
named Inno-Media, whidk i»** Jnst 
a ppointed as chaiixuan Paul Judge, 
the wym who ImmJhI thw w m m pwBiif 
buy-out at Premier Brands frm Cad- 
bury Schweppes. He left Premier 
Brands a year ago when its board 
derided to sell out rather than float 


■ the comnany on toe «faw* m u rkp*. 

There have already been trials in U 
riuwnhig centre in Hounslow, west 
to UMS , iwt in five Hm lgw i B 
shops. BesaRs bum .tistoe teste 
gest tint advertisements on the TV 
screens can result In large tairre a ssa 
tat sales of particular fines. 

(tally 21 per emit of Bndgens stop- 
pers asked found fixe TV sete, wlddx 

Mi» g h w »i *§1* wffinp Hfalmilni 

. Ian Robinson, t markri l u g. erecu*. 
. five at Boots, hi hoping that the TVs, 
Deingtnoa v nurammerooniugiis 
Cambridgeshire, and Bury St 
Bduumte, Stokdk. ^wfll provide a new 


vriilde far re h ta e srin g mrirmieT S. 

■ He ♦ M, *f an auftfa visual sysieu i 
may get the mssrege across to cos- 
tozners better than fcaflati me status 
tar toe shops can. Alflwmrii he has 
seen the results tom the Bndgeus 
trial, edxkh showed sales rises for 
advertised jnsdnets of between 10 
mid 60 per cant. Boots will await the 
results of its own teste before derid- 
ing whether to extend the TVs to 
otoer stores. 

; fthw ffftgta has electronic point of 
sale tm* in both the shops, BoMnson 
will be able to monitor sales of Sues 
which are advertised and sales of 


id mill- pro ducts . Four of tite live 
flndpins shops which tried the Sys- 
tran did not have Epos, so its test 
results may not be completely accu- 
rate BoMnson says that if the TV 
promotions merely switch sMes from 
one One to another then the experi- 
ment will have MM- He Is looking 
tor incremental «*x**- 
The TVs will not only advertise 
products, but other features of 
the shop. Ibr **—"pi«s pointing oak 
to en ri omets tfasft there is a mother 
and baby room la the Bury St 
Edmunds store has already increased 
the me of the service. Other slots 


Invite custo m er s to visit toe upper 
floors in the shops - which fewer 
s hop pers usually reach. 

Judge, with Ms background as a 
supplier, believes the s ystem offers 
manufacturers a cheaper way of 
advertising. He says the cost of reach- 
ing 1,000 shoppers tax a store through 
Ow> CpiBs wnw TVs is ffFAO. canxoared 
with around £&25 per lvOOO through 
national television, — ^ mh hi the 
sooth cost of fenfond. Farther, the 
in-shop t ar gets are more likely to 
respond to the enconragenMnt, psr- 
tietdariy, Judge says, an Impulso- 
purchase" 


C orporate identity tends 
to be a controversial 
business. The launch of 
a company's new sign or sym- 
bol is almost always accompan- 
ied by squabbles over how 
modi it cost and whether peo- 
ple like it or not 
Yet when a group of leading 
European executives was 
asked which company's corpo- 
rate identity they most 
admired the same names - 
Mercedes, Nest]*, Philips and 
Shell - cropped up again and 
a gain, 

ffenrion Ludlow A SrhinMt 
mo of London’s i*»rfing corpo- 
rate identity consultancies, has 
commissioned a study from 
MORI, the UK market research 
consultancy, to analyse Euro- 
pean executives' attitudes to 
corporate Identity. 

The Henrion study analysed 
the attitudes of the chief execu- 
tives or main board directors 
of 243 of Europe’s largest com- 
panies in six areas; Austria, 
France, Scandinavia. Spain, 
the UK and West Germany, it 
also asked the respondents 
which pan-European Identities 
they most admired. 

Mercedes, the West German 
car company, was the winner. 
It came fop in three of the six 
areas. The throe-pronged Mer- 
cedes star was chosen as the 
best pan-European identity in 
West Germany. Austria and 
Spain. It also featured tat the 
top ten choices of executives in 
the UK and Scandinavia. The 
only count r y where it did not 
feature waa France. 

Philips, the Dutch electron- 
ics group, was the only com- 
pany to be included in every 
top ten. It was the first choice 

ill France *wH u n ronri whnlrw fn 

Austria and Scandinavia. Nes- 
fid, the Swiss food concern, 
was cited in five areas and 
Shell, the Anglo-Dutch oil 
gcoop, in four. 

Most of the chosen identitk* 
belonged to European compa- 
nies. IBM was the only US 
group to feature significantly 
in the study. It was chosen as 
the best identity in Scandina- 
via and appeared in three other 
top tens. 

An element of chauvinism 
was evident in the choices. The 
French were the only national- 
ity to choose BSN, St Gobain 
and Bhone-Poulenc: all French 
tax origin. Similarly Bayer and 
BASF did not appear outside 


West Germany. No one died 
British Airways other than the 
British, 

Almost sH the chosen identi- 
ties were international in that 

they are used across all the 
countrieft where the companies 
operate. Mori have been used 
- in more or less the same 
form • for many years. And 
most of the companies con- 
cerned have been Influential in 
defining the visual style of 
their industries. 

Wally OUns", who heads 
Wolff Olins, the London design 
consultancy, once described 
IBM as having “set the visual 
style the whole In form ation 

technology industry followed", 



while he considers that the 
reputation of Shell "is symbol- 
ised to quite an extraordinary 
extent by its name and visual 
Imagery”. 

The Henrico study also ana- 
lysed what the European exec- 
utives considered to be the 
main aims of a corporate Iden- 
tity programme. The answers 
varied from country to coun- 
try. 

The French perceived corpo- 
rate identity primarily as a tool 
for communicating with people 
outside the company, such as 
customers. While the West 
Germans and Austrians cited 
Internal communications with 
their own employees, as one of 
Its most important roles. 

The British tended to 
identity with marketing by 
associating it with advertising 
and corporate communica- 
tions. The Spanish saw it in 
the abstract - expressing the 
culture of the company. 

Yet when it came to saying 
whether they were satisfied 
with their own company's cor- 
porate identity or not, most of 
the respondents - regardless 
of nationality — said “no". 

-Corporate Identity, by WaUy 
Olios. Thames <& Hudson. 
£16.95. 
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Z%% CONVERTIBLE BONDS 
DUE 2000 OF 

' THE MITS UBISHI BANK, 
LIMITED 

(the “Hoods” and (he “Book" 
respectively) 

NOTICE IS HEREBY GIVEN to 
die holdeaof the Bands as SoBawx 
At dw meeting of too Bo ard off 
of the Bonk held on 23*d 

1990, the muhuluu ms 

to issue on 21st May. 1990 

_ ay of 6oo tfistfibatioE 

on the basis of 0-05 new Shares for 
each easting Share of die- Bank bdd. 
The tecotd date far the dete mwnarinn 

of Sharchoktexs entitled to receive the 

free dutnbatiaa is 3Itf Match. 1990: 

(b) Pumuant to the Tcxm* Md Con- 

ations of the Bonds, the Conwt ti on 
Price will be adjusted from the ament 

¥1,552-30 to tfl.47S.40 with effect » 

from lot J 


ft LgJ 


p &reo .am M .. 
, «4% coNvarenuB bones 

DUE 2002 OF 
THE MTTSUBISHI HANK, 
LOOTED 

“Baids" and Ife “Bari?* . 

respectively) 

NOTICE IS HEREBY GIVEN to 
the bottexs of Ifes Bondses fcdons: .. 
-ft) At the meeti n g of tbo Boacd «f 
Duectoa of tfeta* bdd a* 2M 

Febraanr, 1990; the res e h t ti ot i stm 

adopted to Issue on 2bt May, 1990 
new Shares bywa^f bee < 


on the 


THE MfTSCBKHI BANK, UMITED 
ft|ysThaMhsahh>IB««dt,ltoaai 


aalkiHfpal PSorlncAwnt 
Doled: 15th March, 1990 


am Sham far 

! Share of thd’Bmft bdd: 

' TV rwreif /W far thn l|i |l ■ M ■nTjQP 
of Shareboldcia enotied to reoem the. 
free tSnribodon ia31a Maste U9a 

(blJ’OTMi to dm Term s aodCao- 

omoas of the Bond*, tbo Caavcafan 
- PtioB wfflbe ndinaed bom the 
W2JS6350 to U2.727 JO mhfa < 

from 1st April. 1990. Tolgo l 

TBxwretBsaiBANt mom 

BysTha] 


Doted: l&fc Match, 1990 
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3%% CXMVEBTIBUE BONDS 
DUE 2004 OF 
THE MITS UBISHI BANK, 
LIMITED 

rea pnitwb) 

NOTICE IS HEREBY GIVEN to 
Ac holders cftfael 

to hme on 21st May. 1990 

ty waw of free tfintamtion 
op the basis of 005 wtm Shares for 
eja» odrfng Shore of the Bank hUd. 
Theiccocd aatefsr tbedetenninadoo 

of Shareholdes entitled to recchm tiao 

free t fi stiAwti on is3IstMardi, 1990. 

. to the Toms .aod Go*- . 

. .. > of the Bonds, the Conaaoa 
. ytte «■ ha sdgmmd from dm CHBBt 

soiMW-SO with effect an 

tarn SAfdCmo.'O^ftitea. 

BANK, UMITED 
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DEPARTMENT OF SOCIAL SERVICES - 
AND HOUSING 

can you manage these 
services? 

In response to the CNkhin Act 1389 and too Government' 
white Paper "Caring for PBOpte* the CouncS is preisrtnfl a Hri 
of bxBwkkais cm- companies interested ti traxderftig for one 
or more of txie fodowins: 

«DayftawM 

TWO day nurseries wnuiaretoctted In Pengeand 
oipirwtoa pnwkanB a Wflta level of cam to focMdren ureter 
Hue yews of aga 


i 


icara for (Mtoren 
Three riiawns Homes wwch are loaned in jtocttnh a n. 
Bromley and orpmaton, onwKfing cmfuraGcUdrenaged 

13+. 

• mABssidrtal Fostering 

setting up and managing a Foster pMsrepenilooinaKlng 
available to the council rifamBy placements for cfifflcult and 

dKturtied children. . . 

•Resldteitftf care for HdertyFBdPte .. 

seven residential homes for elderly people whkri are 
tooted Xi BromtoK Penoe. Orpmomn andottswuiret 
iroyldmflasovK»to58sefd€riyresl(tentthtotaE 

IM^»MAr»NR»7H^DBSRS: . 

The contracts for ftasyeara, scheduled to start 

1st November 1990. 

For further btfomatJon. pleaee cotriact: Roger 
Met* on 01-si* «o« or write te mreciqr ofsodri 
Services nil Houiteft Room.e BromlevitMmlML 
WMra read. BroeoWL Kent BRi-isB, by Mh Atefl teeo. 
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8000 

Personal 
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30X0 

Travel 

Contracts. 
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3000 

Tenders 

Premium post 
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1 SOUTHWARK BMDOe. 
KOWOUSatML 


'THE " 
TECHNOLOGY 
MARKET 

This feature 
appears 
eveiy 

. .Wednesday 
an The 
Technology 
• -Jfcge - . 

tid % • 

The advert i sing 
rates sure: 

£50 per 
sfeiglecolunm 
centtaetre - 

Minimum size 
3 centimetres 

For ferthet 
infarmatlon. and 
. a copy of the 
Technology 
* Market ; 
Brochure 
call 


Michael Rowlands 
on: 

01-873 3349 


or 

Anthony 

Carbonari 

..on.. .. 

01-873 3412 


WORLD 

PHARMACEUTICALS 

C-O-N-F-E-R-E-N-C-E 

Ljondon, 26 & 27 March 1990 

Chairmen for the two days win be 
MrJdhnFCiappeUofSmithKSneBeecham 
and Dr Till Medingerof IQ Pharmaceuticals. 

Speakers indude: — 

DrHans-PetarSIgg 

SanduzUd • 

Sir Paul Gkolam] 

CtaaoHokSngspk 

Professor Dr Jurgen Drews 

f HoffmanivU Aodm AG 

Mr loor Landau 

FMnMufencSantt ”” 

Dr Andrew G Bodnar 

The.SqxAfolrKTltuteltoMod^IBKiBaixhlfX 

‘MrGerakl E McMurtry 

HoedeMtouMj PhpnnaoMiticab Inc 

Mr Robert Hanldn 

Co maWow of the Curo p — i Coromuntafes 

Professor ItevorM Jones 

The Vlfefcome Foindition ltd 

Mr WHHamS Madidger 

HMSfaifiaratioflal 

PuflllMTftP 

Wfaher P von Wartburg 

OBArGEKiYAS 

Dr A John Pendlebury 

Coopers a 4ifarand Associates Europe 

Dr Filippo La Monica 

BnCetuiBV 

In modation with Coopers A lybfend Ddoitte 



Far Information pbasmmtum this advertisement 
together with your business card, to: 

Financial Times 
Conference Organisation 

l2SJormyn Street. London SW1Y4UJ 
Ahetnetveiy, 

WOphone; 01-925 2323 

Mex 27347 FTCONF G Fate 01-925 2125 


To the Warrantholders and Convertible Bondholders of 


11X11 



IISICZ 


(Kobtohiki Koisha Intec) 

(Incorporated under the laws of Japan) 

US> $35,000,000 2h percent. Guaranteed Notes 
due 1991 with Warrants (“Notes 1") 

U-S. $100,000,000 5 per cent. Guaranteed Notes 
due 1993 with Warrants (“Notes 2 
UJS. $100,000,000 4H per cent. Guaranteed Notes 
due 1993 with Warrants (“Notes 3“) 

NLG 75,000,000 IX per cent. Guaranteed Notes 
due 1993 with Warrants (“Notes 4”) 

UJS. $50,000,000 3 per cent. Convertible Bonds 
1999 (“Bonds 1”> 

NOTICE OF FREE DISTRIBUTION OF SHARES, 

AND 

ADJUSTMENT Or SUBSCRIPTION PRICES 
AND 

conversion pares 

Notice is hereby Riven that the Board of Directors of INTEC 
INC. (the “Company") passed a resolution on February 7, 1990 (Japan 
Time) authorizing a free distribution of shares of Its common stock 
to the share holders of the Company to be issued on May 21. 1990 
(Japan Time) at the rate of 0.15 share for each one share oe Id. The 
record date for the free distribution is March 31, 1990 (Japan Time). 

As a result of such free distribution, the Subscription Price at 
which shares are issuable upon exercise of the Warrants will be 
adjusted pursuant to the terms and conditions of the Warrants, and 
the Conversion Price at which shares are issuable upon conversion 
of the Bonds will be adjusted pursuant to tha terms and conditions 
of the Bonds as follows: 

A) the Subscription Price of Notes 1 win he adjusted from 

6560.0 Japanese Yen to 7,443J> Japanese Yen. 

B) the Subscription Price of Notes 2 will be adjusted from 

4.961.0 Japanese Yen to 4^313.9 Japanese Yen. 

C) the Subscription Price of Notes 3 will be adjusted from 

3.742.0 Japanese Yen to 3,253-9 Japanese Yen. 

D) the Subscription Price of Notes 4 will be adjusted from 

3.742.0 Japanese Yen to 3,253.9 Japanese Yen. 

£) the Conversion Price of Bonds 1 will be adjusted from 

4,965-8 Japanese Yen to 4,318.1 Japanese Yen. 

Such adjustment of the Subscription Prices and the Conversion 
Price will become effective on April 1. 1990 (Japan Time). 

. Tha Industrial Bank of Japan Urost Company 
and 

Banque Generate da Luxembourg S JL 
on behalf of: 

s INTEC INC. 

Dated: March 15, 1990 


9 STCcoRPOfucnoN 

(Inraipacutd in the BcpuUtc of Ken* with limited linbibty) 

US S 30,000,000 

I.2S per cm. OwreWe Bondi Dae 2001 

NOTICE OF CONVERSION PRICE ADJUSTMENT 
Wo nerety gun notice 10 Dn nanus d the Am aexrBM Dcnds nre, in 
KCflr(fere» ren tha terms d trust tired dried 3rd Jaruery 1060. vn 
c o mmon non dfermsna from Korean Won 47,590 to 45,585 dtectM 
27th Fdrwwy 1890 Thn MftnntM a » rreit d Stock (MOMO tiecterilon d 
231.230 tiara apparel by • tpnerd mama d tiarahokkrs «hch m hew 
on 27in February 1390. OandtoUere tixxtil contact the Trustee la luttar 
irtorirermn. 
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BUSINESS LAW 


Legal risk involved in the swaps market 

By Colin Paul 


I n a narrow Interpretation 
of the statutory powers of 
local authorities m Novem- 
ber 1989, the High Court ruled, 
in the initial hearing of the 
Hammersmith and Fulham 
Swaps case, that local authori- 
ties had no capacity to enter 
into swaps and derivative prod- 
ucts. 

The decision brought a seg- 
ment of the swaps market to 
an abrupt halt As a result of 
the Court of Appeal's recent 
decision in the case, .however, 
it Is likely that the swap mar- 
ket for local authorities wQl be 
resurrected, albeit, in a more 
cautious form. 

The Court of Appeal focused 
on two particular consider- 
ations: first, the question of 
capacity, and second, the ques- 
tion of proper authorisation 
and enforceability, which may 
yet be the subject of further 
proceedings. Its decision points 
the way ahead for dealing with 
swaps counterparties which 
are local authorities. 

The Court concluded that 
"Interest rate risk management 
is fairly to be regarded as inci- 
dental to or consequential 
upon a local authority's powers 
of borrowing and investment 
and the attendant duty resting 
upon it to take reasonable care 
to manage its borrowings and 
investments prudently in the 
best interests of the ratepayers 
and those for wham the 
authority provides services." 

It also found that the statu- 
tory provisions regarding bor- 
rowing and lending are not 
inconsistent with a local 
authority being able to enter 
into swap transactions as part 
of its interest rate risk manage- 
ment. 

Conversely, it ruled, and 
Indeed it was accepted by the 
h anks involved In the case, 
that a local authority is not 
empowered to carry on a trade 
or business. Thus, It cannot 
enter into interest rate swaps 
and related transactions if the 


object is to apply the profits 
which it hopes to e arn (fo r 
ggampTe, fee income or interest 
rate spreads) in reducing its 
cost of borrowings. Local 
authorities may hedge debt or 
investment risks but may not 
speculate. 

The capacity' of a local 
authority to enter into swap 
transactions is determined by 
the purpose tor which the 
transaction is entered into. If h 
is ter Interest rate risk man- 
agement, it is permissible. But 
if it is for trading, it is not 
permissible. 

The Appeal Court attached 
importance to a dear linkage 
between a swap transaction 
and particular debts or invest- 
ments if the transaction was 
not to be regarded as specula- 
tive trading. The purpose ami 
commercial effect of an inter- 
est rate swap- would be to sub- 
stitute for one type of cash 
flow (eg, floating rate interest); 
in respect of a debt or invest- 
ment, a different type. of cash 
flow (eg, fixed rate interest). 

To demonstrate that a trans- 
action has been entered into 
for interest rate risk manage- 
ment, a local authority should, 
in the Court’s view, make a 
detailed analysis of some, if 
not all, of the following factors: 
the Interest due to be made or 
received; the losses which the 
authority might s uf fer ; the risk 
of those losses actually occur- 
ring; or the steps which may 
be taken to mitigate or secure 
protection against those losses. 

Its decision to take appropri- 
ate risk management action in 
the li ght of this analysis must 
relate to the local authority’s 
actual debts and investments 
whether taken singly or as a 
whole. 

The Court endorsed a nar- 
row definition of interest rate 

risk wanapwiinrt hamrf on thw 

clear linkage between the swap 
transaction and particular 
debts or investments. It did not 
express a view on whether 


interest rate risk management 
could. include altering the over- 
all profile of a local authority's 
loan portfolio by. entering into 
swaps or derivative products 
which were not relating to any 
particular debt or Investments. 
. -Where (as was often the case 

With Hammersmith) an author- 
ity (fid not intend to hedge a 
particular risk but acted as an 
intermediary and entered into 
swaps with a view merely to 
obtaining a turn, such transac- 
tions were not entered Into by 
way of interest rate risk man- 
agement but for trading. Inter- 
mediation is trading pnd out- 
side the capacity of an 
authority. 

The Court also considered 
whether the sale of swaps 
options, gilt options and other 
interest payment limitation 
techniques such as cash 
options, caps, floors and collars 
were even capable of being 
used by a local authority by 
way of interest rate risk man- 
agement. 

It decided that there may be 
legitimate circumstances in 
which a local authority may 
acquire such options. If that is 
the case, it follows that there 
may be circumstances In 
which such options might be 
sold. The crucial test is 
whether the transaction is 
being used for interest rate 
risk management of specific 
debts or for investments. 1 

In the immediate a ft erm a th 
of tiie Court of Appeal’s deci- 
sion, prudence will dictate that 
due attention is paid by the 
banks to the assessment of 
legal risk as well as credit risk 
in relation to their swap coun- 
terparties. 

A bank's counterparties fell 
into two basic categories. The 
first is made up mainly of 
other financial institutions 
who, by virtue of operating a 
swaps desk, hold themselves 
out as having the capacity (and 
indeed as having authorised 
their dealers) to transact busi- 


ness in the market The other 
category of counterparties cov- 
ers those who enter into trans- 
actions specifically in relation 
to managing their loan or debt 
portfolio or Interest rate risk. 

, This category may- be made 
tip of sovereigns, corporates, 
International organisations, 
tinincoipoxatod bodies, sodi as 
building .societies,, local author 1 
ittes, quaa-Roveramental bod- 


A securities house or finan- 
cial institution authorised to 
carry on investment business 
in swaps under the Financial 
Services Act 1988 is required 
property to .categorise Its cus- 
tomers arid indeed to deter- 
mine whether a Self Regular 

ting Organisation Bank of 

England will regulate ' the' 
transactions. Compliance man- 
uals should also now require 
the proper categorisation of 
swap counterparties. 

Before 'commEOcing dealing s 
with a.counterparty in the first 
category, an International 
Swaps Dealers Association 
Interest and Currency 
Exchange Agreement (an 
"ISDA Agreement") "will nor- 
mally be prepared* to enable 
dealings. ty> fe»icp place, oh a con- 
firmation basis. This process 
should not delay the. parties 
and can, if necessary,, be com- 
pleted within 24 hours. 

; A counterparty In the second 
category Should, in accordance 
with the relevant schedule of 
the ISDA Agreement,* provide 
the bank with its constitu- 
tional documents and copies of 
any statutory 1 and enabling 
powers, as well as evidence' 
that it has authorised the 
transaction and the due execu- 
tion and delivery of the docu- 
mentation. 

Where an entity’s capacity to 
enter into a transaction is 
qualified, as in the case of 
English local authorities, to 
particular types of transac- 
tions, it will be necessary for 
the counterparty to provide 


evidence that the specific 
transaction will fell within a 
relevant cateeorv 

In tlte casec^ocal authori- 
ties, it witt be necessary for 
them to specify in the docu- 
mentation, specific debts or 
Investments- to which the 
transaction is linked. This 
should, protect the banks 
against claims of ultra vires 
and follows file government's 
advice in an analogous case 
where the question of whether 
forward foreign exchange 
transactions - are regulated 
under the Financial Services 
Act, as futures- may depend on 
the counterparty's intentions. 

In the longer term, there axe 
calls for legislative action to be 
taken in order to clarify the 
powers of local authorities to 
engage in swaps. An appropri- 
ate precedent would be the 
Building Societies Act 1988 
which gives, building societies 
specific powers to enter Into 

hpdg in g - t rsrmaw+nriB 

A bank dealing in good faith 
with a local authority would 
still need to observe its due 
diligence to ensure that the 
transaction was within the 
local authority's capacity: but, 
this would make life easier. 

* Even without legislation, the 
banks should be .able to 
address legal. risk in an ade- 
quate >nni timely faafrion that 
will not hinder normal deal- 
ings in the market-place. The 
banks need to recognise that 
they should take app ropriate 
steps to manage their legal 
in a prudent and professional 
manner, and accept that rtu> 
consequences of the future to 
address legal* risk win be 
expensive write-offs and large 
legal bills. 

The Introduction' of suitable 
legislation would help to 
restore the loss of confidence 
that the swap market has suf- 
fered as a result of the 

Hamm w wnM l i fin W. 

The author is from SJ Bowin' 
A Co 


oining forces to create one of the world’s leading health care companies 


is already proving to be a formula for success. Since the merger; business 


momentum continues to be 


maintained. Trading profits 


for 1989 are higher than last 


year, with improved perform- 


ances, particularly by the 


Tl 
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Pharmaceuticals and Animal 


Health businesses which 



1989 (UNAUDITED) RESULTS 




£ Million' ' 

$ Million (a) 

% Growth' 


Sales 

4897 

7906 

+14 


Trading Profit 

818 

1320 

. +12 


Interest (b) 

002) 

(165) 

- - 


Profit Before Taxation 

724 

1168 

+3 



experienced double digit 


(a) The US dollar $1.6145 to £1 conversion appears solely for tbe convenience of US shareholders. 

(b) Higher Interest charge reflects changes in the capital structure following the merger: 


Stock Exchange Lis tfngs/Sym beds. London A Ordinary Shores: 52LA. EqiutfUniUtSS^ New York A Ordinary 
Share ADRs: SBH. Equity Unit ADRu SBE. 


growth. Our integration and restructuring plans are progressing on schedule. 


As for the future, well, we’ve never felt better: ■ 


SB 

SmithKIme Beecham 


SmithKline Beecham is one of the world’s leading companies in prescription medicines, over-the-counter medicines, health-related 
consumer brands, animal health, and clinical laboratories. For more information, please contact in the UK: Investor Relations, SB House, 
Brentford, Middlesex TW8 9BD. Tel: 01-975 4488. US: Investor Relations, One F ranklin Plaza, Philadelphia, PA, 1910L Tel: (215) 751 7002. 
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I PROTECT YOURSELF WITH DATASTREAM DATA 

For investment research dr port- 

market searching and the ability to 1 

folio management, you need data 

analyse markets and -individual 1 

you can trust. Datastream meets 

securities against your own criteria. 

every criteria. 

For fund administrators, there's 

Aaxnxtc. Our data is collected. 

In ter Port, our software product for 

validated and checked by a 120 

multi-cuTTency offshore funds, j 

_ strong team — n«ang multiple price 

running on PC, networks and 

sources to ensure reliability. - 

DEC VAX. Or, there’s our main- 

Comprehensive- Our extensive 

coverage Includes 25,000 equities, 

30,000 bonds, 50,000 economic 
series -phis futures, options, forex 
. and interest rates. 

frame service supporting invest- 
ment accounting, valuations and 
administration. All flexible, easy- \ 

to -use and with specialist after-sales 
support. 

. . . Tmttfy, Datastream data is provided 
on-line direct to your PC, making, 
access fast and easy. 

Give your investment decisions the 
protection of reliable data — with 
Datastream. Call us on (01) 250 J 

3000 for an information pack- >8 

For investment research, our 
sophisticated application programs 
combine functionality and fieri- 

Datastream 

International 

l : r”T 
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Cadillac, America's luxury car 
leader is pleased to announce 
Its exclusive U.S. delivery plan 
for European residents. 



1990 FLEETWOOD' SEDAN 


With Cadillac^ new US. delivery plan, ', 
residents of Europe can purchase luxu- 
. nous, VSpowered Cadillacs at substan- 
’ tial sayings whUe-vtstting the United 
States. Each new Cadillac sold under 


, country, yet legally can be driven in 
theU.S. 


this plan will be especially equipped 
to meet all regulations of the hdfo* 


theU.S. 

Before your next business trip or hol- 
iday to the United States, visit a General 
MciorsSales Agent or simply mail the 
attached form for more information on 
Cadillac's exclusive new plan. 




THE ONLY WAY 
TOTRAVELIS 
CADILLAC STYLE’ 


- TBJSWHQME MQ 

FT-1S-3 

Mail ta CacSBac Regional Marketing Office 
GM Service GmbH 
Bjstfach-4150 Krefeld 500 
Federal Republic of Germany 




INTERNATIONAL STEEL 


The Financial Times proposes to publish this survey on: 

30th April 1990 


Colour available, details 


For a full editorial synopsis and advertisement details, 
table, details of rates and positions by requestpJease c 


Anthony G. Hayes 
on 021 454 0922 


contact: 


• i : or write to him at: 
George House 
George Road 
Edgbaston 

Birmingham B15 IPG 
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COVKHTOARDEN 

A veryhappy evening with 
Donizetti on Tuesday:- than^g 
not least to the conductor Mar- 
cello Panni, whose expertly 
tight tonchsecuredevErything 

required except unanimous 
ensembles.' (Perhaps the on> 
stage village band in the last 

act, wildly at odds with the 

orchestra, was an intended 
joke.) The John. Copley produc- 
tion fa long-established, and 
the ehflwwa of Bgni Montresor's 

aqueous colours are undim- 
med. Really there were no 
risks to be ran, for the princi- 

pals are all OwntHur; ifLodano 
Pavarotti hasn’t in fact sung' 
L’elisir here before, Danlela 

M az zncato - who has - is Ms 

regular partner in the opera. 

Pavarotti was In splendid, 
form, and not only vocally. He 

voice rang out triumphantly on 

call; his clean technique in 
rapid passages was a model; he 

made everything expected of 

“Una furtive tagrima.” But the 

trimming-down of his size 
turns out not to be a pubSchy- 
myth — in bh flmiahig, bear- 
like way, he made a disarm- 
ingly plausible. If unconven- 
tional, simpleton-swain. We 
were all worried about his 

knees, ctf course; but he man- 

aged a cautious stagger about 



Lnctenff Pavaro tti 


the stage which served equally 
well fbrbetogdlstractecQy love* 
tom and for being drunk. He’ 
cradled the elixir-bottle con- 
stantly to bis heard Hkeapar- 
taWeVwne. 

Hie radiated waves of 
hearted personality, 
played delightfully to Miss 
Mazzucato. The artful gleam of 

heir Adina Is peritaps . almost 

too poUshed. though her morbi- 
dezza is a thing ofjoy; and yet 


the extreme contrast between 
her uHxa^alnnlated effects and 
Pavarotti’s defenceless sham- 
ble actually enhanced them 
both. There is ho substitute far 

we&prectised, non-competitive 
in opera, i ui < t this 
pafr is Bring proof id tt. 

" we bod' the v eu er dd e 
Rolando Fanend as the mu 
Dulcamara, often boasting a 
stentorian sound which Vefi 
hfe years, and pr we o nHng the 

tern-man dandy with authorita- 
tive ^panache. . EQs duet with 
Pavarotti was ana of the great 
Itdeasfrres; .of ft* evening; w id 
t£eT duet' with Adina was 
another, tujgyar Wbcen strutted 
regain asHanorino’s rival, Ser- 

geaht Bdlcore, only beta-ish in 

.qutekfaidfe' patter bat other 

*• ^i^^^eCcably ertep^and 

- the nfcrtii, with actociy 6 ^^ 
The Ghtonetta was pretti 

done by Judith Bowartfa, m 

win imp rov e out of reco g ni tion 

; when sne teams to uncover tear 
Italian vowels. AH in all, those 

who have bean ahte to dig vary 

deeply into their pockets to 

hear this RJ&fr are not going to 
be . disappointed. ' 


David Mnrray 


Flare Path 


BIRMINGHAM RKP 

* 

Reviving Eattigan’s Plane Path 
4S years after it was first pro- 
duced is latber taking a 
Wunpey bomber out of the Air 
Force museum and trying to 
fly it The dear old kite stfll 
just about taxis onto the run- 
way, but it needs a terrific 
a mo un t of throttle before she 
is airborne, and then after a 
couple of dr c nlis it is touch 
and go until she limps home on 
a wing and a prayer. 

The main problem at Bir- 
mingham is the huge arena 
stage of the Rep^The setting, & 
wartime pub in Lincolnshire 
within earshot of an airfield is 
suggested by furnishings that 
are dwarfed by the space above 
them. Ibis vast background 
area Is occupied by a backcloth 
of an artist’s impression of a 
bomber by moonlight. hr the 
middle of act two a ffight of 
bombers crewed by the charac- 
ters take off on a mission to 
Germany; at this point the the 
painting turns into solid* 
looking aircraft which fly 
straight at the audience along 
the flare path which lights up 
on stage. Apart from the feet 
that they se em to be goin g in_ 


the wrong direction, away- 
from rather than into the 
vanishing perspective, this is. a 
splendid piece of realism for 
which the director John 
Adame gete MI 

But they are about the only 
merit marks he does get The 
rest of the play begs for aidnd 1 
of ' realism which Is 

missed by mfles from the 
women’s hairstyles and 
make-up to the unconvincing 
way most of the lines are spo- 
ken. Excerpt s from Britten’s 
War Requiem don’t help modi 
either. What we needed was 
something like “Run, Rabbit 
Run.” 

Rattigan used the Resident's 
Jjjunge to cive us a touchingly 
sentimental group portrait of 
wartime Britain’s finest hour. 
Among its inhabitants are an 
assorted collection of air cre w 
members and their -wives in 
whom the t ommoi r enemy 
across the Channel alternates 
with the the enemy within tbs 
heart compelling pri vat e capit- 
ulations and betrayals. But 
only Adrienne Posts makes a 
really believable Individual out 
of her rote. She is the common 


jkht. married to a 
tab count 6*on Cartwright), 
last-mtnule a mM MCi a lte r 
- being presumed dead I 
the play to a joyously 1 
ctoee. The more upmarke t cou- 
ple, Andrew CasteU’s 24-year- 
old PHriit Lieutenant *™ Ms 
actre ss wife (Jndl Bowker) 
allow them to steal the An* 
light, and the Cockney pair. 
Sergeant Mfflsr (Bon Webster) 
and his missus (D eborah Wat- 
ling), don’t get as many laughs 


they should. 

Eattig 


' Rattigan takes as Us cata- 
lyst a British bom Hollywood 
movie-star, who Is pursuing 
the FHghtLieutenant’s w tfe, 
his. former mistress. It wasjm 


times aind Nicky Henson 
seemed to find it so this t&se. 
Por those of his who think tost; 
t’s plays an grossly 
by the subsidised 
—companies -who. so rarely 
revi v e any of them fids produc- 
tion wffl.foraHitsdefects.be 
welcomed Jbot it seems 
: unBkriy to convert the army of 
doubters. 

Anthony Curtis 


Births, Marriages and Deaths ^ 


NUFFIELD, SOUTHAMPTON 


Where are the rebel students of 
yesteryear? And what were 
they then? Neal idea for a two- 
acter. Act 1 of Births, Mar- 
riages and Deaths, a new play 
written and directed by by 
Nigel Baldwin, is W 78; act 2 is 
Now. Neat for a TV series too. 
The play has been commis- 
sioned by TVS and Tyne Tees 
Television (in association with 
the Northern Stage Company 
and the Nuffield Theatre, 
Southampton); It will in due 
course be shown in several epi- 
sodes. . ' 

In *73, five left-wing journal- 
ism students discover student 
politics, a radical revue, pro- 
miscuity, adultery, a sugar 
bomb on the head’s desk, and 
treachery. In Now they dis- 
cover the past, with its large 
questions: Whose child? Whose 
bomb? Whose treachery? 

Act 1 is such an inventory of 
2973 detail - music, politics, 
n ascent nostal g i a , can- 

nabis, easy sex - that it over- 


shadows the ploL There are 
some surprisingly operatic 
fares touches, as when one 
guilty character is secreted In 
a cupboard ( Figaro ) and then 
in a laundry basket (palstafft; 
and a quartet of quarraDing 
lovers. The point of all these 
contrivances, of course, is 
irony- For this is not comic 
opera or Brian Rix- farce. One 
character has become ‘preg- 
nant; another is expelled- Act 1 
is a diagram hasn't been 
Ally fleshed out We could 
befiere that Mary McCarthy's 
eightsome wCre •‘TheGroup.’’ 
We can’t, believe that Bal- 
dwin's students would really 
caR themselves The Famous 
Five." 

Birth and marriage occur 
between these acts; no deaths. 
Act 2, being Now, ia less foil of 
authentic period detafl. And it. 
has the bora of a new charac- 
ter !- the teenage eMi«i_- when 
his mother yells T won’t ten 
you again — switch that 


bloody music down,'* it’s the 
play's wittiest twist, for what 
is he blasting them with? Not 
arid rock, but Pavarotti in 
“Fouxqpfli me rdveffler." The 
adolescent misery and confu- 
sion of Joe Geffrey as tide hoy 
Lee gives this production its 
most real, its most affecting 
point. 

Much ebe is predictable. The 
“Famous Five”- have now 
moved along dissimilar paths. 
They finally work out who did 
what to whom 17 yean ago. 
Learning bridge comfort, if not 
always sweetness. All this may 
turn into very cosy TV. one 
: day, but; as one who went to 
University in 1973, 1 must 
observe that the present load 
past of Births, Marriages and 
Deaths are too ftmriftifly inter- 
. leaved, and the drama too gUb. 
The smoqthy gets his comeupp- 
ance; the cripple becomes 
heroic. That'll he the day. 

Alastsrir Macaulay 


CINEMA 


White Rabbit goes down under 


CELIA 
Ann Turner 


A CITY OF SADNESS 
Boa Hsmo-Heiei 


A WEEKEND AT BERNIFS 
Ted KotcfaefiT 


THE CONQUEST OF THE 
SOUTH POLE 
GJUfcs McKinnon 


ENCOUNTER AT RAVEN’S 
GATE 
RoifDeHecr 



C&a, a wonderful first fe a t ure 
by Australian writer-director 
Ann Turner, proves that a 
_ feather duster can be more 
effective than a shotgun in dbdndg fa g 
truths about the political past 
Roosting in the rafters of history are 
two dotty, Httle-eung fects about Ufe In 
19BDs Victoria. One: that the postwar 
anttCommunist scare had floated over 
from McCarthyite America. Two: that 
in 1S97 there was a plague of rabbits 
in a state-wide. G o ve rn ment- 
enft- Film-maker Turner tick- 
les these facts out of Mrfhw , rhymes 
them mischievously with each other in 
a tele of human end persecu- 

tion, and uses their motifs to populate 
her tragicomic tale of a girl’s growing 
up in leafiest suburbia. 

hi n movie era Hke today's that is 
knotty with retrospection, as *nm« Uke 
FtBoto Traveller and sihnft^ n Makers 
tty. to unpick .truths about the twin 
bugaboos of postwar life, Communism 
and the Bomb, the featherweight allego- 
rising of CeUa succeeds where more 
srif-hnportant films have failed. The 
main reason is its heroine. As played by 
Rebecca Smart, Celia is a rivetingiy 

mwWWa hiwH gf cruelly owwi M w«fna mi 1 

I f HMM -M a i f i* imrt precoc it y. 

like Lewis Carroll’s famous heroine 
(“Celia" la an anagram of “Alice"), 
Turner’s whey-faced 9-year-old has a 

iBhmnriilp with * white yah- 

bit Recovering from the death of her 
eccentric, Mandat-sympathising 
Grandma. Celia fa nte ftW her naxenta 
s tum p up the birthday rabbit Granny 
once promised her. Finally she gate it 
but only, as an bribe aimed at keeping 
her away from the nextdoor children 
whose paren ts (sho ck horror) are sus- 
pected fj»tniniml«te. 

Over two hours, supervised fry the 
shade of Lew is Carroll, the world of 
sweat tob mt an childhood turns into 
the world of Lard Of The FUes. Fuelled 
tar the paranoia all around her, 
Criia b— rfw y ti m" hgnnMmrtfama of pto 
ture-book monsters (the “Hobyahs"); 
die enjoys voodoo carmnontea with her 
pl aymate s in an abemdoned quarry; she 
screams with rage when her pet Mutga- 
troy d in dragged off durin g the uyxa- 
m a to e feto duced rabbit m uster ; and she 
finally ahoria dead (by design or. to: 
deHrtum) ariose rdanve. 

Turner films all tide with a poikm- 
faced lyddam pixfflated With moments 
of high Gotbto. (The woods breathe and 
shudder, a stony hand grapes over a 



Rebecca Smart as “CeHa" with Unrgatroyd the rabbit 


window BfflJ Though ww»mng at the 
deadpan black comedy that other Aus- 
tralian film-makers have found in their 
count r y’ s social or ecological crusades 
(see Cane Toads 1 Celia Hw» mu . 

ticular into the resonant - for rabbit 
cull read Communist witch-hunt - and 
moves beromd satire ftft a fully -dimen- 
sioned hnwMffl comedy. We believe both 
in Ahto with her tevitfeyed afertness 
to the world's weird happenings, and in 
her harassed, uncaricatared elders. 

The latter, keeping their backyards 
safe for democracy while constantly 
dragging their kids hack from the hrink 
of delinquency, are you, me and every- 
one. Brainwashed by the political mood 
of the day, they subscribe to a 
of itteriorical persecution without even 
recognising that rHmot* The only per- 
son to recognise and resist it, or its 
nursery version involving rabbits 
rather than political renegades, is the 
«*hfiri And die — once she learns her 
own pet’s fate - hops off into her own 
darkening private world, the worse not 
the better for her wisdom. 

* 

hi the mefrstie Taiwanese film City Of 
Sadness, Golden Lion winner at last 
years’ Venice dm festival, another fam- 
ily tries to keep its balance while politi- 
cal winds blow around it. Years: 1945-47. 
Events: the' struggle for.' control -of 
Taiwan, after Japan’s defeat, between 
the Chinese Communists »nJ the 
Nationalists. Perspecti v e: the tores and 
of three brothem In a Tripe! 
and their nrattiturinoiia friends 


and relatives. 

Director Hou Hsiao-Hsien, whose 
career h** shinned up (ftu» imWbr of 
aesthetic ambition from the gem-like 
human comedy of A Summer At 
Oranda’S to the autobiographical sweep 
of The Time To Uoe And The Time To 
Die. here climbs so high he finds the 
vista almost too giddying. The aerial 
viewpoint means that few characters 
come into frilly human focus, and even 
tin brothers - one a nightelnb man- 
ager and shipping company owner, 
another a drug hoodlum, the youngest a 
deaf-mute photographer - are sketched 
in broad, simple strokes of (respec- 
tively) pragmatism, opportunism and 
Bweet-oatnredness. 

Meanwhile the rest of the cast is so 
hydra-headed that each Hm#» one char- 
acter Is lopped off by the troubles of 
history, two or three more seem to 
grow. Hold on to your sanity and men- 
tal arithmetic for lines like “Fourth 
unde, they've arrested third uncle," 

Yet the movie, at a sprawling 158 
minutes, captures better than almost 
any other “family at war” epic the 
sense of fete and history punching at 
the frail protective akin of family soli- 
darity- Scenes are framed fry an ever- 
versatfle “proscenium" — doom, cur- 
tains, par ti tions — as if humanity’s pri- 
vate sanctums were forever poised in 
w i rln w wwHripatinh (hut ftp world of 
pubhc events will burst to And the 
formal style (the camera scarcely 
moves) keeps sentimentality at bay 
even in potentially kleenex-in tensive 


scenes like that of the deaf-mute 
brother and his girlfriend romancing 
each other with written notes as Traur 
merel” sounds on the gramophone. 

The movie la transformed time and 
again by Hslao-Hslen’s epic minlatur* 
Ism. Shots are composed with a Jewri- 
tefs-glass precision. Tiny parallel dra- 
mas unfold in the comer of each frame. 
And even when passion or grief explode 

- a knife fight, news of a bereavement 

- the artist keeps his distance, never 
judging, never Joining, always all-seeing 
and wimpKslnnato 

Elsewhere this week we move, with 
fearful jolt, from the sublime to the 
ridiculous. 

Bow much fun can yon have with a 
dead body? This question is posed by 
Weekend At Bernie’s, a comedy about a 
corpse. Two insurance yuppies (Andrew 
McCarthy and Jonathan Silverman) 
earn a weekend at their boss’s Long 
Island beach house after exposing a $2m 
“slip-up" in the annual accounts. But 
what do they find on arrival? No host. 
Or rather a dead one, slain by poison or 
poisons unknown, will our heroes can 
the police? No. Not before they have 
had their promised weekend of Am. So, 
manoeuvring the boss’s corpse into 
ever-inventive postures, they pretend to 
all comers that “ Benda" b still alive. 

With morals like this among the 
young, who is surprised by the decline 
of Western civilisation? The film 
unspools, or rather unravels, with a dis- 
tasteful witlessness that boggles the 
mind. Given more comic invention, one 
might have pensioned off one’s moral 
qualms. Bnt, as written by Robert 
Klane and directed by Ted (Switching 
Charnels) Kotcheff, the film consists of 
Httle but loudhailed and mis- 

understandings, Interspersed with 
punch-ups with passing villains. Near 
the end one giggles gratefully at one 
genuinely funny scene: when poor Ber- 
nie, dragged for reasons unexplainable 
behind a slaloming power-boat, rings 
tiie bells cm marker-buoys as he thumps 
each one in turn. Here bed taste o’er- 
leaps itself and becomes high farce. Bnt 
it is somewhat too Utile and far too late. 
★ 

The week’s other resistible treats are 
The Conquest Of The South Pole and 
Encounter At Rotten's Gate. In the first, 
director Gillies McKinnon films 
Manfred Barge's play about five jobless 
youths ffTMgHng to fantasy Amundsen’s 
polar adventure. Leith, the part of Edin- 
burgh, stands In for the Antarctic - 
white sheets an a clothes-line as gla- 
ciers, mounds of ship-chains as creviced 
mountains — while the dialogue wal- 
lops us with industrial-strength meta- 
phor. It Is more theatre (ban ringmn, 
and the cast act as if belting it out at 
Oberammergau rather than moderating 
matters for the movie camera^hcotmfer 
At Raven’s Gate, directed by Rolf De 
Heer. is an i n terest i ngly insane sd-fl 
film from the Antlpodro. Somewhere 
out to the desert, paranormal forces are 
jamming car radios, ( grit tin g farms and 
causing large numbers of the Austra- 
lian population to overact None of this 
has any scientific explanation in the 
film, unless I Blinked and missed tt. But 
it is fan while it lasts. 


Nigel Andrews 


Currulao 


To commemorate the fact 
that tt was the Rambert troupe 
in its days to# gave 

Frederick Ashton an initial 

I«h«ms> (n mwlrn ' dqncff ff, an 

endowment fund has been set 
op to kb name to enable a new 
creator each year to produce a 
piece for the present company. 
This laudable enterprise 
showed its first fruit on 
Tuesday night when Ashley 
Page’s Currulao had its 
premf&re. 

B would be good to salute 
this launch of the -scheme 
as a wfld success. Alas, the 
se is other. The Currulao 
of the title is “a Columbian 
courtship dance of mixed 
Spanish and African origin," 
but .what we see is a 


galvanic- fashion parade of 
tedious modisfancas - dress 
as barrier to seeing, 
clothes as mania, couture as 
caprice. 

The involvement of 
dress-designers in ballet is 
always a chancy business. It 
can succeed wonderfully - 
Dior and Yves Saint Laurent 
making clothes for Roland 
Petit - or utterly obliterate 
choreography, as when 
Christian Lacroix was allowed 
to wreak mayhem on Massine's 
Gaite Parisiemie. The key to 
success has to do with the 
designer’s willingness to 
accept that movement will 
dictate shape and cut, and that 
the choreographic text has to 
be illuminated; rather than 


obliterated by what is worn. 

When Victor Bdelstein 
dressed Ricbard Alston's 
Rhapsody in Blue a couple of 
yean ago, the eleganc e of the 
piece owed much to the 
designer's wit and savedr faire 
to tola matter. In choos ing 
John Galliano to clothe 
Currukto, Ashley Page perhaps 
sought a street- wise image to 
dress to go with choreography 
intended as a light-hearted 
view of young people 
meeting and mating In wanner 
climes than ours. Rut Mr 
Galliano's out fi ts have the 
extravagance of today's youth 
fashion without any theatrical 
they remain obstinately the 
“civvies” from the catwalk 
rather ft»» a translation faft 


even half-way convincing 
dance dress. 

The dominant colours are 
hlar-ir «md white, (t«* outlines 
brutish. There are the 
somewhat dated accessories of 
mittens, clunky shoes, for the 
girls (and hideous wigs), 
while three of the men are got 
up os for footbalL Chinstraps 
abound, and Gary Lambert 
makes a notable entry wearing 
aaqwhwwH boxer shorts. It is 
vehemently foolish as stage 
costume, and does little to 
establish a location or a 
context for the dance. For that 
we turn to Orlando Gough's 
pastiche South American 
score, music that sounds 
brash, and edgy in rhythm. But 
tt lacks the felicities of Astor 


PiazzoDa’S tangos, or even the 
quick-pulsed and insidious 
charm of the continent’s folk 
music. 

Ashley Page's response to 

all *i*i* is a sequence of da ncea 
having a disjunct and oddly 
impersonal, unan thentio air. 
Incidents occur, dancers meet 
and pass, but beyond 
marvelling at the fatuity 
of the dressy I retain no 
strong sense of choreogra p hic 
form, or of the tightly wrought 
energies *i mt m*ki» his Soldat 
and Comm Arcadiae for 
Rambert and Pursuit for the 
Royal Ballet so rewarding to 
watch. 

Clement Crisp 


ARTS GUIDE 


March 9-15 


EXHIBITIONS 

London 

The Tate; Gallery. The entire 
permanent collection has been 
rehung so that the vieitor m ay 
now take a natural circuit 
through the newly restored gal- 
leries. from 16th c e ntu ry British 
painting through to the the meat 
recent of modem inte rnat io nal , 
art. It is a curatorial tr iumph . 
The BarMcaa. Scottish Art Since 
1900. Daily until April 16. 

The Royal Academy. .Frans Hals 
- the great retrospective . 
already .shown in Washington 
and due to go on to Haarlem , 
of the work erf rae of the greatest 
painters of the 17th century 
Dutch school Until April & 


Grand Palais. Le Magni- 

Ague. A treasure tr ove o f go ld- 
amtths* work, m*wi«m reo. ceram- 
ics and textiles recalls the 
splendour of the reign of Soli man 
“the shadow of god an earth", 
whose Ottoman Empire stretched 
in the 16th century from the Cau- 
casus to the gates of Vienna and 
from Algeria to the Persian Gulf. 
Closed Tue, Wed late d ew i ng , 
ends May 14(42896430). 

Institttt dn Monde Arebe. 

Egypt An exhibition of 25 — — 
d’oeuvres, in clu din g the most 
recent finds, starts with statues 
and bas-reliefis dating from the 
middle-empire, continues with 
a golden crown of a high priest 
of Osiris with some elements 
of Roman art and Coptic icons 
ami ilft g with Mamie 

exhibits. 1, rue des Fosses-S 
Bernard (dosed Mon). Ends 
March 18 (40513888). 

Museed’On “ 

Body. Barts 


or the incomplete body form the 
leading strand of an exhOrttion- 
V beginning with ex-votos and r^i- 
quacies «nH culminating ina ede- 
-'bration of Degas, Bourdelle, 
Maillol and especially of BodLn 
with Us masterly transition from 
realistic to abstract sculpture. 

' Ends June 3,-cfosed Mon, • . 
entrance Oral Anatote France 
(40494011). 

' Centre Georges Pompidou. Pavd 
Nikolai® witch FDonov. A Bohtary- 
flgure of the Russian 
avant-garde, he refates cubism 

- mdfimBdsmMooahmytb 

nature’s - and art's - organic 

■■ ’ devetopmeut rEvorbtom , *<ff' ' 

- the surface of the 5qpaintinga 
. and 160 drawings is givwUutensB 

a tten tion and bad fc* in tha light 
(rf idyllic harmony In crud con- 
trast to Ida own destiny. Closed 
Tue, ends April 80 (44771233). - 

Unsee CamavateL Antique 
bronzes, dosed Mon, ends July 

1(42722113). 

Bniteeb .. 

Archives GtnMe'da'SQpuona 
Grand Sairion, commemorates ' 

' Belgium’s short-lived declaration 
of independence from the Aus- 
trian Empire and the subsequent 
power struggle between France 
and Austria for control of Bel- 
gfom- Daily, dosed Sunday, ends 
31 March. : 

Mosses Boyanx D’Art etfrEOs- 
taire. The Enigma uf the Easter 
Islands ia partially deciphered 
in this exhibition of photographs 
and artifacts. Qoood Monday 
ends April 29. 

A n t w e rp . 

Konfakfflk Museum voor Scbona 
Krmfitfn. Belgian Painters of 
Country Life. Closed Monday, 

- end&AprU-fa. - 


Provincial Museum Voor Foto- 
graphle. Works Of the British - 
19fa century irfwtoarephervra- 
Ham Henry Fox Talbot. Closed 
Monday ends April k . - 

' Venice 

Palazzo GrimLAndj Warhol 
Retrospective. Uttil May S7. 


the French symbolist pateterTi 
work. Ends April 1. 

Mttseo del Prado. PeDowing the 


i at the Metropolitan, the 
Prado ia now host to the largest 
Show to date of works by the 

: M ' 

i li 


CasteOo Sfimeace. Henry Moore 


ering roe years 1888-18831 the 
larger nf which, are seen, to excels 
lent effect in the court ya rd of 
the lStb cwitnrjF castle, while •• 
the smaller brazes, preparatory 
studies and drawings are shown 
Inside, in the beaattftdty Rt Sale 
Viflcon te a. Ends March 28. 

RoflM'i'' 

Villa Medici. Self portraits from ' 

the Uffiri - from Andrea del 
Sartoto ChagalL Thirty wotka 
from the oobection started by 
Cardinal Leopoklo dsModlcl to 
the I7th century, marking - 
changes in style and taste over 
300 years. Partictdariy interest 
tog is the flrarce and uncOTJpri)- 
nosing setf-poriratt patoted by 
Ingres to 1858. Until April 15. 

Kladrld; 

Centro de Arte Rdm Sofia. 
Antonio Sa lira. 70 Works by the 
Spanish artist painted between 
1966 and 19& The exhibition 
foenses on four tiihmeK Ladies, 
C ruci fi xi ons, Cloya'a dogs and ■ 
Multitudes. Ends March 19. 
Fnndackm Joan Mardb. Ian . 
Woodner co Deotta a of work* fry 
Odilon Redon. A vwy complete 
ofrMhHfo n gorwri ftHtig rf amme 
100 worts invariona media, flhis* 


PalacJoTtoeL Baroque Printing 
in the Mediterranean. The halo- 
Spanlsh festival brings together 
sixty 17th center; 
ing to Spain and j 


dio coeuo,-xaata, cavamno are 
but soma of the great artiste 
whose works can he admi red. 
Bods March 30. 

Museo Plcasm. CuUst works 
belonging to the National Galler- 
yat Prague - Kramar Collection. 
Tim show indudes 17 paintings 
by Picasso together with an 

important selecti on of works 
by Cxoch and French artists. 


VtonM 

Knnstsforina. Wacfcs by the 
Romantics, ranging from Caspar 
David Friedrich to Adolph 

Mrmrftl 

Museum Am Vtikntamde baa 
a marvelloualy exotic exhibition 
called Janen. focusing on the 
world around the Queen of 
Shah* Ends June 10. 

Nww York 

New York Pubfic library. Mere 
than 125 toa i mente of the AboB- 
tionlst Movement, indudhig ] 
tographs. bttere and rare r 

display the spirit and drive of 
the long effort fio free tbs slaves. 
Ends Sept 15. 

Centre for Intarnatloaa l Coiriem- 
porary Arts. Largfrecale works 
to pastel and camprasEBd duo 
com by Sl-year-oM British artist 
David Oltpbant, is the first of 


Johns, Richard Dtebenkom and 
Alex Kate.: 


, Ends Aprfl& 


Chicago 

Chicago Blstacieal Society. The 
Land Liundn does its most 
famous citizen taoud in tbs exhi- 
bition A House Divided. America 
to the Age of Lincoln, with dooo- 
meuts, mementoes and personal 
effects erf the Great Emancipator. 


Art Institute. Yoruba art cover- 
ing 900 years is the subject of 

iiJlt mhMHiw h whih ltiiHL which 

traces the Nigerian tribe's views 

of the origins of the universe 
in the 12th centnry to the carv- 
i of contemporary artist 


Tokyo 


Berfin ... 

Staa t Mch e Kmath a llii , Bndapea- 
ter Stresse 42 Lasar Segafi 
(1S91-1957) around 350 painting s, 
drawings, scutotures and graph- 
ics of toe Brasflfan' painter, bom 
to Wilma, are tote exhibited 
until April 20. . 

Kalin 

fjiMhimw iwui- Muff! raiagall 
(188&-1S85X who toed to 1966 waa 
one of the most poftfiar artiste 
of the aoth centaiy.' Around 106 
of this works, not shown to pub- 
lic before are to he only seen 
to Matoi until April 28. The 


British artists dated for I 
new, well-received arts institu- 
tion. Ends April 2L 

Museum of MMtara Art Zn its 

serious, thorough way the 

museum gives its vecstou of the 
history i 

Off earlier : 

niquca along with 275 ] 
graphs. Ends May 29. 


Wuebington 

this decade's rensmuftoterealf . . 
to printmakfog in Amarica, Sm 
100 print* comprise a special 
exhibit borrowed from the coQeo- 
thm of Joshua P. Smith, among 
them walks from iingor contem- 
porary artists! 


Itoen Museum. German Smnan- 
tics. Loon exhibition from Dus- 
seldorf - stronge r on m id-iflth 
wmhw y afoiWnte paintera than 
on visionaries such as Friedrich 
and Bockbn. This museum is 
a farmer palace and has a superb 
art deco interior and a 
garden for strolling in. 


Idemitsu Museum. Ceramics 
of Japan. Second part of a com- 
prehensive ushtb*™" 1 devoted 
to major pieces from the 
museum’s own vast collecti on. 

Japan Folk Crafts Museum. 
Woodblock prints by Shiko 
Munakata. a pioneer of the arts 
and crafts movement in Japan. 
The museum, to °ld farmhouse 
buildtogs, is a treasure-house 
of tbe traditional arts. Closed 
Tuesday. 


Italienisches Liederbuch 

WIOMORM HALL/ST JOHN’S, SMITH SOU ARB 


In the days of the Hugo Wolf 
Society record albums 
admirers of the composer’s 
songs were glad to have a 
single performance of the 
Italienisches Liederbuch to 
band. How incredulous would 
they have been, one wonders, 
if somebody had told them that 
a few decades later tt would be 
possible to hear two virtually 
complete live performances of 
toe work tn London in a week? 

Yet tills has Just been the 
case. Now that recordings have 
made it possible for us to 
absorb the pieces at ottr 
leisure, a concentrated 
collection of short, intense 
songs snch as these no longer 
seems daunting. If a fine 
Lieder singer la available. 
Wolf’s songs can be as 
rewarding as any and it is no 

cnhwrlri'wrOT* that to tftfiSO tWO 

performances it was when 
Francois Le Roux was singing, 
at the Wlgmore Hall on 
Tuesday, that the emotional 
power of the music was 
unlocked. 

This marvellous French 
baritone has one major 
advantage over Ids colleagues 
- quite simply, a voice that is 
first class. In theory that 
should not perhaps matter to 
Wole. But it does mean that Le 
Roux has a range of colours 
and expression that will allow 
him to do justice to all the 
extreme Italianate emotions 
that toe songs explore. From 
b laring fury to deep reflgtous 


peace, all were convincing, and 
especially his seductive atoging 
of the love songs, more 
sensuous by far than we would 
ever hear from most singers of 
Lieder (a Frenchman's 
pre rog a tive?). 

By his side the soprano 
Anna Steiger was apt to sound 
vocally shallow and a touch 
strained at times. Not are her 
words as audible, but she does 
have a dear idea as to what 
she wants the music to say. 

The dramatic and comic songs 

often went well, accompanied 
with insight and no mean 
technical skill by Roger 


In the performance at St 
John’s, Smith Square last 
Thnrsday lain Burnside 

despatched toe piano parts in a 
more simply decisive manner. 
Nevertheless he was to prove 
the dominant personality of 
toe evening, as his two singers 
failed to bring to Ufa any hot 
the most obviously 
characterised songs. The 
soprano Lynda Russell was 
careful and musical, the 
baritone Richard Jackson 
unhelpfully subdued and 
soundtog constricted at the top 

of the voice. Perhaps the haQ 
was J mt too large and too 
empty. These songs thrive an 
immediacy of inmact and here 
the punch was landed all too 


Richard Famnan 



FINANCIAL TIMES I ^ I ^ in t^ttiree months to Economic Viewpoint 


NUMBER ONE SOUTHWARK BRIDGE, LONDON SE1 9HL 
Telephone: 01-673 3000 Telex: 922186 Fax: 01-407 5700 


T he jump In retail sales 
in the three months to 
last February has 
shown how difficult it 
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Inflation and 


investment 


HOWEVER modest it may 
appear, the resurgence of Infla- 
tion is causing m gnif(«>Ti+ dam- 
age to the UK economy. 
indeed, in one important case, 
taxation of corporations, the 
Government appears to face a 
dilemma: its ability to reduce 
the costs imposed by inflation 
is severely limited by its desir e 
to reduce inflation itself. 

Perhaps because of euphoria 
over the early success in lower- 
ing inflation, Mr Nigel Lawson 
allowed his major reform of the 
system of corporation tax in 
1984 to leave the corporate sec- 
tor vulnerable to Inflation. The 
source of the vulnerability Is - 
as has been pointed out by the 
Institute tor Fiscal Studies on 
several occasions - that corpo- 
ration tax taxes profits at his- 
toric cost. Consequently, the 
effective rate of tax depends on 
the rate of Inflation. 

Thus, a large increase in the 
nominal value of stocks may 
occur solely because of infla- 
tion. Similarly, the failure to 
index capital allowances 
means that the real cost of 
investment is not properly 
deducted whenever there is 
inflation. Finally, relief should 
be given for real, not nominal, 
interest payments. The failure 
to make this adjustment does, 
however, offset the other two, 
because the inflation dement 
in nominal Interest is really 
debt repayment. 


Reported profits 

The overall effect of the fail- 
ure to allow for Inflation is to 
increase reported over real 
profits. According to a recent 
study from the economics con- 
sultants, London Economics, 
even in the relatively low infla- 
tion 1980s the historic cost rate 
of profit has been at least 10 
percentage points higher than 
the real rate of profit Simi- 
larly, the interaction of the 
1964 reforms with current lev- 
els of inflation and rates of 
interest pushed the real cost of 
capital up to 10 per cent in 
1989. This is two percentage 
points above the rate that 
would apply without corpor a te 
fawatim and three percentage 
points higher than in the previ- 
ous peak of 1981. 

With the real cost of capital 
at these levels and profitability 
beginning to slide . as well, 
inv e s tment win certainly fall 
too. In the course of 1989 the 
decline In the real pr ofitability 
of industrial and commercial 
companies, though noticeable. 


Devolution in 


arts funding 


THE MINISTER for the Arts, 
Mr Richard Luce, has 
announced a radical shake-up 
in the organisation of arts 
funding in England which 
greatly reduces the role of the 
Arts Council and threatens its 
existence. 

From April 1993. most arts 
companies, including sizeable 
organisations such as the City 
of Birmingham Symphony 
Orchestra and Opera North 
which receive more than Elm a 
year in subsidy, will become 
clients of their Regional Arts 
Associations (RAAs), to be 
renamed Regional Arts Boards. 

They will no longer be 
directly tied to the Arts Coun- 
cil in London. 

The Arts Council’s direct 
responsibilities will be con- 
fined to funding the four flag- 
ship companies - the Royal 
Opera House, Royal Shake- 
speare Company, Royal 
National Theatre and English 
National Opera - together 
with London's South Bank arts 
complex. It will retain control 
of strategy, touring, training 
and other incidentals and con- 
tinue to function as the "voice 
of the arts.” 

But its dominant role, and 
the larger part of the £175m it 
has to distribute In 1990-91, will 
be tefeon out of Its hands. 

This is a major amendment 
to the Arts Council’s role. 

It is refreshing to see a move 
towards genuine devolution 
from a government with strong 
centralising tendencies. 

Moreover, despite the pres- 
ence on the Arts Council of 
some well-known Conservative 
supporters, the change is 
remarkably in tine with 
Labour Party thinking. 

Mr Luce, who is now the 
UK’s longest-serving arts min- 
ister, can properly argue that 
he is responding to such tradi- 
tional Conservative principles 
as reducing waste and improv- 
ing accountability. 


They are now well placed to 
assume more power on the 
lines of regional health author- 
ities. TO justify action, Mr Luce 
appointed a retired civil ser- 
vant, Mr Richard Wilding, to 
investigate the structure of the 
arts in England . and < this 
week’s reforms are a reaction 
to the Wilding report 
But to a great extent he has 
ignored Mr Wilding's proposals 
- especially those that recom- 
mended that the 12 RAAs 
should become seven and that 
the Crafts Council should be 
merged with the Arts Council 


Job losses 


Regional power 

The old funding system 
allowed too many bureaucrats 
to flourish in both the Arts 
Council and among the 
regional bodies; there was an 
overlap of responsibilities. 

The RAAs appear to have 
shaken off their traditional 
image of inefficiency, small- 
mindedness and political bias. 


Mr Luce has only axed the 
two smallest RAAs - Mersey- 
side, and Lincolnshire and 
Humberside - and he has, cor- 
rectly, preserved the Crafts 
Councfl. But he fare used the 
report to trim the Arts Councfl 
which will suffer job losses. 

The Arts Councfl is putting 
on a brave face to the changes. 

It points out that it will still 
have a strategic role; that it 
will still hand over the money 
to the new RABs; and that it 
will retain some responsibility 
for artistic standards. 

There is much to be argued 
over in the next three years, 
notably the question of which 
arts companies will continue to 
be funded by the Arts Council 
and what exactly will be its 
powers to enforce quality con- 
trols and eliminate waste in 
the regions. 

Should .the Greater London 
Arts Board, for example, be 
responsible for the funding of 

the four London-based orches- 
tras and such peripatetic 
organisations as English 
National Ballet? 

Can local councillors, them- 
selves Mg paymasters of the 
arts, refrain from exerting 
political pressure on the 1 
regional boards? 

However, the trend is unmis- 
takeable. In the name of devo- 
lution, local accountability and 
cost savings, Mr Luce has 
taken the sensible decision to 
trim down the Arts Council a 
couple of sizes. 

This would make its aboli- 
tion by a Labour government a 
less painful procedure. 

Before that possibility arises, 
there will be a chance to recon- 
sider the best system for gov- 
ernment funding of the arts. 


X last February has 
shown how difficult it 
is to push the British economy 
into recession, however hard 
the Treasury tries- 
Since the middle erf 1988 the 
object at policy has been to 
slow down the growth of 
domestic demand. Yet it has 
taken more severe policies 
imposed for longer than most 
forecasters predicted to slow 
dawn demand by leas than 
expected. Inflation and the pay- 
ments deficit, but also real out- 
put, have all been higher than 


Before the 


was modest But the increase 
in corporate borrowing was not 
at all modest hi fact it almost 
doubled - from £12J2bn to 
£23£bn - between the second 
and third quarters. This 
increase is unlikely to prove 
sustainable. If it proves unsus- 
tainable, investment will be 
among the first forms of expen- 
diture to be reduced. 


Sustaining investment 

In its submission on the Bud- 
get, the Confederation of Brit- 
ish Industry notes the desir- 
ability of sustaining 
investment and the risk that it 
will fall, just when it is hound- 
ing ahead in Europe. The CBTs 
case is strong. Given the penal- 
isation of investment in the 
supposedly reformed co rporate 
tat System and the ifamhaMHty 
of sustaining investment as 
well, reform is a high priority. 

There are many possibilities, 
from the relatively modest - 
the re-introduction of stock 
relief - to the radical - the 
full indexation of the tax base. 
The lp*ter is the most fariraWa 
change, but stock relief or an 
Increase in first year capital 
allowances would both be 
defensible as ad hoc ways of 
offsetting the vulnerability of 
the system to tnfinrtnw 

The Chancellor is likely to 
resist the idea of change. A had 
reason for that resistance is 
the view that allowing for 
Inflation legitimises inflation- 
ary expectations. This is the 
reverse of the truth. The credi- 
bility of Government protesta- 
tions of counter-inflationary 
zeal will always be modest so 
Jong as it remains one' of the 
wain hewifirinri a } of inflation. 

A better argument foe not 
reducing the easts imposed by 
inflation is that, in the case of 
the corporate sector anything 
that lowers those costs, wifi 
reduce its incentive to curb its 
own Inflationary behaviour. 
The current squeeze on the 
corporate sector Is, it is 
argued, precisely what is 
needed to lower inflation. 

The argument is unpersu- 
asive. The right way to disci- 
pline inflationary behaviour is 
through a firm exchange rate 
and tight control over demand. 
To squeeze corporations 
through a distorted tax system 
as well is to add unnecessary 
Insult to injury. Cpatigesto thfe 
systenr of corporation tax are' 
needed. Failures of macroeco- 
nomic policy do not justify not 
making them. 


The National Income figures, 
published tomorrow, wDl con- 
tain more comprehensive esti- 
mates of all consumer spend- 
ing in the fourth quarter of last 
year. We already know that car 
sales, especially to the personal 
buyer, have been declining; 
find today’s unemp loy ment fig- 
ures should add a further 
gloss. But it is doubtful if these 
further indicators will change 
the broad picture. 

Unemployment has contin- 
ued to fall and employment to 
rise for longer than can be 
explained away by the fo gging 

nature of labour market indica- 
tors, Given the continuation of 
high headline inflation rates 
and a tightening labour mar- 
ket, it is not the size of earn- 
ings increases which is so sur- 
prising, but their relative 
moderation. In the last year 
annual earnings growth per 
head has fluctuated in the 9 to 
9% per cent range - only 
slightly above the 7Vi to 9 per 
cent tunnel in which they have 
been moving since 1983. It 
would be surprising if they did 
not go somewhat higher before 
the present phase ends. 

By contrast the supposed dip 
into deficit of UK invisibles 
(which have been in surplus 
since the Napoleonic Wars) in 
dm fourth quarter of last year 
is wwiniy a statistician’s prob- 
lem which in di«*ten that woes 
“came not In single spies, but 
In battalions.” The £0.7bn 
recorded invisible deficit (and 
£4.4bn visible one) should be 
contrasted with the ElO.lbn 
favourable “balancing item" in 
that one quarter alone. 

To come back to real policy. 
The difficulty of engineering a 
British recession derives from 


By Samuel Brittan 
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The markets would 
like a non-existent 
paragon at the head 
of affairs 


the state of Britain’s main cus- 
tomers and competitors. Euro- 
pean markets have been boom- 
ing; and even the US - the 
weakest of the large economies 
- has merely slowed down. 

Hie implication is that the 
UK real economy is much less 
susceptible to national man- 
agement than most school at 
macroeconomista.' —'monetar- 
ists just as. much as: Keynes- 
ians - have supposed. Ndr Is 
this is necessarily a cause for 
tears. The mistake - if busi- 
ness readers will excuse a 
highbrow paint - is to seek to 
treat a nominal disorder, 
namely inflation, by seeking 
real changes. It should not 
matter — indeed it should be a 
cause fix rejoicing - that the 
alack caused by a slowdown in 
home demand Is being taken 
up by exports. The missing ele- 
ment is a nominal anchor - in 
plain English a policy for ster- 


ling. ff I make a mistake it is in 
not repeating the point enough 
for fear of boring readers. 

The pound is under worse 
pre ssur e than it looks. For it 
has weakened against the 
Mark when the German cur- 
rency is w palt apriTw t th» 

dollar because of exaggerated 
fears about German monetary 
union. The yen is also weak 
because of disarray in Japa- 
nese financial policies. Were 
these major currencies In bet- 
ter shape the pressure on ster- 
ling would be more obvious. . 

After some recovery early in 
1990, sterling is now track 
where it was at the end of 1989, 
or almost as low as it has ever 
been. We have the worst of all 
worlds: neither a definite ster- 
ling policy nor a genuinely 
monetarist one of letting the 
pound go where it wilL It now 
takes a higher level of base 
rates to sustain the pound in 
any particular range than It 
need have done; and for any 
level of base rates sterling is 
lower than.it would have bear 
If the Government had not 
moved so far away from hav- 
ing an exchange rate policy. 

The ironical thing Is that 
sterling is weak, partly but 
only partly, because of the per- 
ceived threat to Mrs Thatcher. 
Yet any alternative Prime Min- 
ister would be more committed 
to the defence of sterling inside 
the European Monetary Sys- 
tem. The financial markets 
would like to see a nonexis- 
tent paragon at the head of 
affaire — a Prime Minister 


with all the outward character- 
istics of Mrs Thatcher, coupled 
with a Churchfllian determina- 
tion to defend a chosen level of 
sterling and a devotion to 
Europe to put the shade of 
Jean Monnet to shame. 

The real Mrs. Thatcher uses 
the uncertainties and inflation- 
ary potential of German mone- 
tary union as one further pre- 
text for Britain to keep its 
distance from the EMS. 

But the black propaganda 
should not be taken too seri- 
ously. If the afl-Gennan ™tp of 
inflation la hi gher than the 
British rate over the next five 
years, I am prepared to send 
six bottles of good sekt of my 
own choice to the first reader 
who reminds me of the foci. 

Apart from the lack of a pol- 
icy towards sterling, the sec- 
ond self-inflicted British 
wound is of course the poll tax. 

By abolishing rates, the last 
remaining tax on domestic 
p r op e rt y, the Thatcher Govern- 
ment has given a ftuther boost 
to the longterm upward trend 
in property values and thus 
the British propensity to 
inflate. A third self-inflicted 
wound will be administered if 
the Prime Minister ever gets 
her way in raising the mort- 
gage interest relief retting. 

The poll tax is also a disaster 
for short-term economic man- 
agement it will add one per- 
centage point to the Retail 
Prices Index when that Index 
is already swollen by mortgage 
increases. John Major will thus 
have to use all ids cosmetic 


A nation In which 
the shops are too 
fidl of goods Is not 
experiencing tragedy 


explanation In terms of an 
excessive relaxation for a tew 
short months after the 1987 
Wall Street crash is trivial It is 
also using one Chancellor to 
disparage another fnummllnr 
in order to cover up far the 
failure of its own forecasts.' 
Nor does the Bank of England 
nhfaiB by comparison. 

A nation whose wnrim eco- 
nomic problem is the shops are 
too full of goods, which people 
can afford to buy is hardly 
experiencing a tragedy — as 
the citizens of Dev, Leipzig or 
Warsaw would confirm. But 
the last thing that tha TMthh 
Prime Minister can claim Is 
anti-inflationary virtue. And 
her self-appointed Praetorian 
Guard who inconsistently call 
both for a hands-off policy 
towards the pound and for 
devaluation are the worst 
counsellors she can possibly 
have. . ... 


As we were 


Observer 


saying 


■ a few points in common 
between Peter Walker, the out 
going Secretary of State for 
Wales, and David Hunt, the 
man who, despite our advice 
to the Prime Minister yester- 
day, has succeeded him. 

Both live in one of the best 
preserved little Georgian ' 
streets in London - Cowley 
Street, just across’ the road 
from Parliament Both have 
been local government minis- 
ters at difficult times. Walker 
was Environment Secretary 
from 1970-72 and responsible 
for creating the metropolitan 
county councils, since abol- 
ished. Until yesterday, Hunt 
was minister of state for local 
government and doing his best 
to defend the poll tax. 

They were at the Energy 
Department together. Walker 
as Secretary erf State from 
1983-87 and Hunt as the junior 
minister from 1984-87. Both 
are excitable about cricket and 
both are MBEs. Both have 
large firniiiwe Walker has 
three sons and two daughters 
with whom he wants to spend 
more time. Hunt has two sons 
and two daughters, but has 
not yet tired of ministerial life. 


Dublin zoo Is In Phoenix 
Park, one of Europe’s biggest 
and grandest open dty spaces. 
For years the zoo has teetered 
on the fjnflwrnni brink, starved 
of Government funding ^ 


Dublin’s beasts 


■ If you are a hippopotamus, 
the outlook is not too good, 
especially if you happen to be 
in Dublin. The city’s zoo, 
founded more than 160 years 
ago, is m danger of closing due 
to lack of funds. 

Finding alternative homes 
for some of the auimais would 
be impossible, say the zoo’s 
administrators. Many animals 
are domesticated now and can 
hardly be returned to the wild. 
There have been warnings that 
up to SO per cent of the beasts 
might have to be put down. 

The dire financial position 
the zoo finds itself In could 
mean the end of the trail for 
Spunky and Ootek, the zoo’s 
polar bears. Also under threat 
are the hippos. 


Many animals are forced to 
live in cramped conditions and 
attendance figures have been 

falling 

The Royal Zoological Society 
of Ireland, owners of the zoo, 
had a deficit of more Hum 
(£300,000 last year. A special 
Society meeting was told 
recently that, come this week- 
end, the zoo might have to 
dose if I£100,000 in emergency 
funds have not been found. 

The public seem a bit cyni- 
cal: the zoo has cried wolf 
before, but has somehow man- 
aged to keep going. Politicians 
have accused the zoo of using- 
scare tactics in order to solicit 
funds. Charles Haughey, 
Ireland’s Prime Minister, has 
said he is “a bit tired** by all 
the alarmist talk. A Govern- 
ment committee which is 
looking into the zoo’s funding 
and management is due to 
report next month. 

The threat of all the animals 
being turned loose on St Pat- 
rick’s Day (next Saturday) may 
be receding, and Spunky and 
Ootek could yet be saved. But 
in Ireland you never can tell. 



tional way when thete was 
a knock at the door and there 
entered agorfHa. . . 

It w as a very large gorilla, 

doing the usual ffarifia-type 
tilings, like scratching under . 
the armpits and rubbing its 
rear parts. ft also made a tew 


extradition was blocked 
on the grounds that I might 
pay poll tax. 1 * 


at some of the ladies. - 
Because the gorilla was so 
big, nobody noticed at first 
that it was carrying a violin 
and bow. Then it began to play 
an exceedingly bad rendering 
of Happy Birthday. The gorilla 
played it again — this time 
to perfection. The beast then 
unzipped itself around the 
head and was revealed to be 
Mstislav Ro stro p ovi ch- 
Rostropovich went on to give 
one of the most acclaimed con- 
certs of the Barbican-WIgcarare ' 
Schnittke series. Apparently, 
he thought of the idea of dress- 
ing up as a gorilla all by 1dm- 


Vildri Harris 


since going public, ana allow- 
ing for exceptional items, the 
company made a pretax profit 
o££L09m_ 


Democracy 

■ Unusual extension of share- 
holder democracy: Community 
Hospitals, the healthcare group 
chaired by Sir Peter Thomp- 
son, has offered shareholders 
a choice of venue for the agm 
to be held in November. Along 
with the six months’ results 
this week went a form inviting 
the 3,000 shareholders to say 
whether the meeting to take 
place in London or in Bedford, 
where the company has its 
headquarters. Venues are 
being provisionally booked, 
in both places, pending the 
outcome of the polL 


BT’s style 

■ A touch of the old a rrog a n c e 
towards customers lingers in 
British Telecom. While query- 
ing an account, a colleague . 
asked which of his two plumes 
it related to, since no telephone 
number was mentioned on the 
statement. “Ah,” said the Brit- 
ish Telecom voice, “we’ve gone 
over to using account numbers 
instead of telephone numbers,” 
“But isn't that baffling for 1 
customers who do not know 
the account numbers?” The 
BT response was “They'D, just 
have to get used to it" 


In disguise 


■ Vikki Harris, the long suffer- 
ing victim of cancer, died last 
weekend shortly after her 16th 
bjrthday. The Vikki Harr is 
Laser Fund, winch she setup, 
raised around £75,900. R has 
achieved its first objective of 
acquiring a surgical laser for 
the London hospital. Baits, • 
where she was a patient. 

v The rest of the money is 
being used for additional 
equipment and for the opening 
of attaching ward. The fund 
will remain open foranother 
three months or so, and any - • 
donations should be sent to 
The Society of Oddfellows, 70 
Ronald's Road, Highbury, Loth, 
don N5: chequ e s mart* payable ' 
to tbs Vikki Hants Laser - 
Fund. , 

yikM^foneral wEtt take, 
place at the Greek Meihocflst '' 
Church, Mare Street, Rarirhey '■ 
at u am next Monday. ; 


■ There was was a birthday - 
party at the Barbican Centre 
last week for a membra* of the 
management staff of the Lon- 
don Symphony Orchestra. All 
was going off to the conven- 


Market roots 
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ingenuity to prevent a new KF1 
peak to excess of 9 per cent 
this spring. He will thus be 
very boxed to when he pres- 
ents his budget, particularly in 
relation to Excise duties. 

He may be more successful 
than the pundits predict to 
making the Budget Interest' 
tog” in terms of specific 
changes. Contrary to some 
reports the £0^bn cost erf inde- 
pendent taxation to 199981 has 
already been provided for to 
the Revenue estimates pub- 
lished ayearaga Moreover the 
faTHng off to the surplus this . 
year below the Budget forecast 
is due mainly to once-for-all 
forces, such as more people 
opting out of state eamings-re- 
lated pensions and the boost to 

locaL authority spending 
ahead of the poll tax. Even so 
the Chancellor will need some 
pretty tight fiscal arithmetic to 
persuade the financial markets 
that the 1990-91 Budget surplus 
will near to the £L0bn sketched 
to a year ago - or at-least not 
fall below the gingia figure 
turnout likely for this year. 

He win for instance need to 
think many times before 
undertaking a frill valorisation 
of the duties — which 

wmld arid half a ppwynt fen the 

RFL let alone extending indi- 
rect taxes further. Measures 
against company cars and 
other coneess to na would yield 
useful amounts, of revenue. 
Further tightening means to 
practice the non-indexation of 
the tax thresholds - which 
would yield £L6bh to 1990-9L 
Such a hardening of the fiscal 
stance is likely to be symbolic 
only, designed to affect the 
sarmwiawt of the financial mar- 
kets rather than the actual 
course erf demand. 

At some stage, before or 
after the Budget, there will be 
a rally to sterling. This will do 
much Jess' good than ft might 
because to the absence of an 
EMS or simflar commitment it 
will provide the markets with 
no guidance about the likely 
longer-term movement of the 
pound, nor any good reason for 
employers to disbelieve that 
wage increases win be offset by 
sterling depredation, as they 
nearly always have been. 

1 have left no space for fun- 
damental explanation of why 
we are where we are. Let me 
jost say that the Treasury’s 
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Yeltsin’s vain 
Russian hope 
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B oris Yeltsin’s biography 
inspires fear. You end it 
fearful that the Soviet 
Union Is incapable of produc- 
ing a political class. 

By his own account, the 
main opponent to Mikhail Gor- 
bachev baa so programme, no 
critique beyond a demagogic 
condemnation of privilege 
(about winchhe is fascinating) 
and no iwg ftii heig hts into his 
country’s plight 
Mr Yeltsin puts himself 
across as a man who should 
get votes because he is, and 
always has been, the People’s 
Friend. But there are few poli- 
ticians more generally deserv- 
ing of the people’s distrust 
than , a Friend. 

This Is the story of a boy 
from Sverdlovsk province who 
had a tough childhood in the 
1930s, growing up in a small 
room in a hut on a construc- 
tion site on which his tether 
was a labourer. His intelli- 
gence and motivation propelled 
nim through school and poly- 
technic to managerial jobs on 
construction sites and Party 
work In Sverdlovsk. He became 
First Secretary at provincial 
level at the age of 45. 

In this post too, Yeltsin’s 
account was that he was a 
« t n nnTng success — efficient, 
decisive and highly moral. “I 
used that power, but only to 
the name of the people, never 
for myself. I made the wheels 
of the economic machinery 
turn tester^ I was listened to 
and obeyed, and thanks to 
that, it seems to me, every 
enterprise functioned better.” 

Yeltsin became acquainted 
with Gorbachev a little before 
the latter rose to power as Gen- 
eral Secretary in March 1985. 
Yeltsin was summoned to 
Moscow to April of that year, 
iwitiflTiy as head of the Central 
Committee’s construction 
department. In December he 
received another promotion — 
to First Secretary of Moscow 
and, with ft, a seat in the Polit- 
buro. 

He harshly describes the cor- 
ruption and stagnation. 
Moscow’s problems, which he 
insisted an seeing at first hand 
to metres and to shops, did not 
respond to his 18-hour work 
days. He began to clash with 
Yegor Ligachev to the Polit- 
buro and, although, he still 
trusted Gorbachev, Ira increas- 
ingly notes the habits of a tsar. 

“Gorbachev was growing 
more and more fond of the. 
sound of his own voice- It was 
obvious that power was exert- 
ing its hold over him: he was 
losing touch with reality, pos- 
sessed as he was by the illu- 
sion that perestroika was 
developing widely and in 
depth, that it would soon 
encompass the whole country 
and the broad mass of people.” 

Yeltsin becomes increasingfy 
critical of the cocoon in which 
he lived, describing very well 
the special shops, hospitals, 
food stores, hnurashras, teams 
of .bodyguards and. servants, 
dachas - all run, without 
regard to the expense - by the 
ninth directorate of the KGB. 


AGAINST THE GRAIN 
By Boris Yeltsin 

Jonathan Cope, £12,95 
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Yeltsin was allocated the 
dacha previously used by the 
Gorbachevs. 

“I went into a hall measur- 
ing is feet by 30, with an euor- ; 
mous fireplace, marble panel-, 
ling, a parquet floor, large, 
carpets, chandeliers and luxu- 
rious furniture. We went on, 
passing through first _ one. 
room, then a second, a third; a. 
fourth, in each of which was a 
television seL Also on the 
ground floor was a small cin- 
ema which was also a billiard 
room. I lost count of. the num-; 
her of bathrooms — 

Yeltsin entered into contem- 
porary history when he ten- 
dered his resignation' at the 
October 1987 plenum of the 
Central Committee, criticising 

Gorbachev's' “personality ettit"- 

A few weeks later he was 
hauled out of bed after a stroke 
and dragged to a politburo 
meeting to be told h is resigna- 
tion was accepted. 

Yeltsin was allowed to retain 
the job of deputy c h airman of 
the construction department, a 
post carrying ministerial rank; 
but continued to run On tbe 
anti-Gorbachev ticket. 

He was triumphantly elected £ 
by Muscovites to the Supreme 
Soviet last year and has 
become the leading member of 
the Intar-Regional Group of 
Deputies, which included the. 
late Andrei Sakharov. 

He has continued his attacks 
on Party privilege (even while 
believing, at least up to the end 
of writing the book, in the 
Party's monopoly of power); on 
Gorbachev; and on. the deter-, 
iorating economic' situation. 
However. Yeltsin rarely seems 
to feel the need to describe 
what he stands for. In a broad 
sense, the group to which, he 
belongs seems broadly to stand 
for the creation of more mar; 
kets. But he has beep vague on 
the issue, devoting, to it just 
half a page to a book of more 
than 200 pages. As a world 
traveller, be usra pulpits every- 
where to predict catastrophe 
for perestroika and his coun- 
try. He commands a huge con- 
stituency: disaffection with 
perestroika is a good band- 
wagon he was on It early. 

Allegations erf drunkenness 
on a US tour and after -a 
bizarre incident when he 
turned up drenched at a rural 
police station may be the lies 
of enemies - but they have 
hardly harmed him. 

Boris Yeltsin may soon be 
President erf the Russian Feder- 
ation, a powerful position from 
which to level fire at his rivaL 

Cunning, vainglorious, with 
a huge thirst for power and a 
shrewd nose for finding it, the 
Soviet Union - or at least Rus- 
sia - may one day come to 
this man. The biography does 
not convince that it would he 
better that it did. 
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R 1 Hoare Leasing can lease 
■your care, vans, trucks and 
efitopment wherever yoii^ are -• 
mtbeU.K. 

From truck to compute^ or 


> Reader’s letter “Surely Tau- 
rus wifl. work efficiently oily ’ 
during a Bun Market?* 


confcfct R J Hoare-the best ; 
way in the worid to launch ■ 
your teasing requirements. 
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R udolf Augstein, the enigmatic 
founder andjmblisher of . the 
West German news magazine 
Der-Ssfeegel. sraveys the world from a 
many-windowed office an the 12th floor 
of the newspaper's office block in Bant 
burg^ A^oining fa his private bath- 
roimvedoraed with manogrammed tow- 

As the countdown begins to Goman 
unity, the world outside is r*gng*wg M r 
AugfcteTfl, a left-leaning multi-milhoit- : 
aire and the country’s most Influential 
journalist. Is curiously satisfied with 
what be stos. "During a certain period, 
we knew that we were one nation," he 
says, bis gold-rimmed spectacles stint- 
ing.' "Then, many people forgot it - 
now, we are recognising it again." - 
Ufa voice, tinged with both cymdsra 
and: tenderness, frequently t rails off in 
a self-deprecating chuckle. Aged 66 and 
npi Jh-the best of health, hot scotching 
anyTJSalk that, he might stand down, he 
has the' look of a shy scholar rather 
than a Cit izen Kane..TL have always.bad 
much more money , than I needed, 1 *' he - 


DavidMarsh steps inside the changing world of the publisher of Der Spiegel 


mplovmenl 


During the last few months, Mr Aug- 
stein has . emerged .as one of the most 
trenchant support e rs of German unifi- 
cation. Causing him a certain amount 
of embarrassment, his pungent pro-' 
unity editorials have been regularly 
reprinted lately by a newspaper always 
regarded as Der Spiegel's s w or n enemy 
- th e intens ely conservative daily BfldL 
. Born in Hanover, into, a resolutely 
anti-Prussian family originally fromtbe 
Catholic Rhineland, Mr Angstefn has 
been only once to East Germany (exclu- 
ding East J^dhi)ln 40 years. *1 found it 
intolerable, and I didn't want to go 
back." Now, Der. Spiegel is considering 
spending DMlOm <£3.6m) to establish a 
presence hx .East Gomany, whore Mr 
AugsteSn estimates short-term sales will 
be 50,000 comes (compared with the 
magarihe’s nafflicai plnscftxnlatiQn). 

Mr Augstein has* directed much - 
J nv cti va lately at foreign polfticfanx 
VjJcSne mt nii -tniK that a nnWtoH Ger- 
many - Will endanger the European 
power balance. He understands, how- 
ever, some of the mis givin gs - particu- 
larly since tiny have been resuscitated 
recently by Chancellor Helmut Kohl’s 
clumsy handling of the question at Ger- 
many’s future border with Poland. 

“Germany will have a key position as 
far as. economic prospects in eastern 
Europe are concerned,** says Mr Aug- 
stein. He adds: "Germany really doesn't ' 
want a centimetre of territory back 
(from the East). A united GermanywiH . 
not be a problem. But unification will 
shift the axis at Europe eastwards 
London and Paris rill be an the edge." 

The West should face facts, says Aug- 
stein: ‘Today Gexxomir doesn’t threaten 
anyone.* But he says that Nato “has . 
lost its strength and purpose," and may . 
well be "supmflnous” In 10 years time. 

R ef erring to the 1065 treaty (Deatscb- . 
landvertrag) by the US* the UK 

and PranCe, which hocked unity, Mr 
Augstein says of recent weeks, "There 
was justified alarm over the way that 
we ' were: made to see that treaties 
signed by the were not wort h 
anything. Theviews exprenei : by 
Thatcher and Ifitterrand (on efforts to 


and 



Rudolf Augstefn: T have always bad much more money Jhanl n ee de d * 


brake the process of German unity) 
have had ;a counterproductive effect. 
People act as if Geo na ny is only a dag - 
ger if it has a prosperous economy." 

' Pointing to the US Governments 

more rianfp nror imifa than tho 

UK and. Prance, Mr Augstein says: T 
think they came to some form of agree* 
meat with the Soviet. Union at Malta 
over tire way to handle German unity." 
The key fo the dim i nution g the Soviet 
Union's own 'Strength, "There oged io 
be two wurid powers. The Arnorinaim 
have recognised that now there is duly : 
one . - .the US.; That makes .the 

AiwAifca ii«'iMf» mm rtf tiipmsulm r* ■ 

Mr Augstein grew' up with the' Fed- 
eral Republic and helped to shape it. As 
a 23-year-old bock pm the eastern 
front, he founded ttoi p wgii^iT«» in 1947 
under a provisional publishing licence 
from the TfrHfah ocmpatlim authorities 
in Hanover. Dear Spiegel’s inedsivehess 
has shade Mr Augs tein b oth hero and 
bogeyman totwo generations. 


. ' ChanceUer Helmut Kohl for years, 
portrayed in Der Spiegel aa a buffoon - 
constantly tells visitors that he pays no 
xttentkm.to the magazine. The Chancel- 
lor has however been known to zing up 
~obe of his aides at the weekend to 
a preview of the latest «**iHnw In view 
of Kohl's ambig uiti es over the Polish 
border, Mr Augstein describes the 
Chancellor in this week’s issue as "not 
capable" ofsteering forward unity in 
harmony with Germany’s w^iin n n L 
Mr Augstein’ 8 most dramatic hour 
: came in 1962. He was jaDed fia 14 weeks 
in the celebrated "Spiegel aflM i" when 
Ftahz. Josef Strauss, tin -then Defence 

MhdSter , aCCMed ^ magmirm nt 1 

ing defiance secrets, lari was htmarff 
forced to resign. The episode was a 
watershed, establishing for the first 
time the power of the. German press to 
stand up to poflticfana. Since then. Der 
Spiegel,- with a turnover of around 
DMSSQm last year, has become the big- 


Mr Augstein admits that his editori- 
als in favour of anificatfon have caused 
“some tension” among his staff, of 
whom have accused him of a turncoat' 
switch to the Right. He is in fact restat- 
ing principles he developed during the 
1950s, when he attack e d Chancellor 
Adenauer's policies of exclusively build- 
ing western links. 

Mr Augstein says of the magazine's 
recent extensive cove rage of the moves 
to unity — including several scoops on 
scandals in East Germany: "It has given 
us all a kick and got a s out of the 
routine. There were some arguments 
about the articles 1 w rote. But the more 
the people see that unity is going to 
come about, the less controversial these 
editorials have been." 

He concedes the general astonish- 
ment. "We underestimated the effect of 
the refo r m process that started with 
Mikhail Gorbachev on the people in 
ttggt Germany. We didn't realise ffa»fc 
the real crisis in the Soviet Union coin- 
cided with the time af Brezhnev." 

Eighteen umpthw ago, Mr Augstein 
predated that Chancellor Kohl would 
remain in power after the December 
1990 general rfftetinna providing the 
West German economy remained 
strong. Now, he believes that unity 
fever could upset KohJL “Nomne can say 
what oaxtv will be the strongest after 
the. elections." Kohl, he says, nas been 
taken aback by the speed of events. To 
nprw n iw» f>e aid not see hfatM if as the 
Chancellor of the Fatherland - now he 
hears the rustling of the mawHn of his- 


Kohl's opponent in the December 
poll, Oskar Lafontalne, the Social Dem- 
ocratic Prime Minister of the Saarland, 
“Is a dangerous opponent - he la 
unpredictable." Mr Augstein expects 
detfousness. “Both Kohl and Lafon- 
tafne will be playing two pianos at a 
ttma — they will fcnM up me German 
flag, but they will also have to ensure 
somehow that West Germany is not 
over-run [by dnigri s from the East)." 

Looking farther ahead, Mr Augstein 
says that Bonn does not have too many 
yean left as capital T believe that, by 
1995, the .Government wfil be back in 
Beriln, with a ""WW*! pwrhamgnt and 
one head cf state, ft’s not really reason- 
able to hove the government in RgrUn 
again - but the pressure is too strong.” 

Berlin, he says, “will be the capital of 
a centrally-directed federal state - the 
faitenil character Of & wnW w l Gaei m iii y 
Will be nmrh u t mng a r than France's. 
(President Richard) von WefassScker has 
ano ther three years os hand of state — 

than the w wiaHtnH nn wtTI ho rhanaod an 

that he can become president of a 
nwitpd G er ma n y . " 

What should be the constitution of a 
united state? Mr Augstein says the 
tnmirf should be tiie 1949 Grundgesetz 
(Basic Law) of the Federal Republic. 
•Recalling the eve n t s GO ye a r s ago which 
caused all the trouble in the first place, 
he suggests halfwbiinsfcally: "Perhaps 
we should replace the preamble about 
The entire German people is called 
upon to th« unity and freedom 

of flw i nB ny ' with so m ething like The 
entire German, people is called upon 
never again to carry out such nonsense 
as in the post’” 


O nce again the Govern- 
ment is going to reform 
training. It wants 
everybody under 18 to get iL 
This aspiration is not new; 
seven years' ago the Youth 
Training Scheme was planned 
to be universal, it ended up 
with only half the intended 
coverage. This time there must 
be no tinkering. We most build 
a clearly unders tanda ble sys- 
tem that can last for decades. 

Germany’s extensive experi- 
ence of training provides a 
starting uoint. like the British, 
the Germans rely to a large 
extent oq on-the-job training 
i combined with part-time voca- 
tional colleges (one a day a 
weekX The system is of High- 

quality and nearly universal. 
Everybody under 18 is legally 
oldlrad to have at least a (toy a 
week off-the-job vocational 
education (or the full-time 
equivalent). His employer is 
obliged to release him. The 
result is a wide base of compe- 
tence throughout the society. 

Britain ought to follow five 
main principles suggested by 
tire German experience: 

• Compulsion. This has 
always been the mate instru- 
ment tor advancing ****** edu- 
cation in Britain. But though 
in 1944 the Education Act pro- 
vided that part-time education 
should became compulsory up 
to 18, from when the Minister 
decided; he never did so. The 
Germans did. 

Without compulsion we can 
be sure that many employers 
wifi go on offering employment 
to youngsters in dead-mid Jobs 
without training. Surveys of 
employers have sho wn that 
they do not regard training or 
general Allis as part cf their 
business; and the current 
sur ge of interest in the busi- 
ness world cannot be counted 
onto persist 

H compulsion is unnecessary 
it can do no harm, ft is no good 
wy M iteg objectives yet » g»te 
without a guaranteed me d ia , 
nism of deflvery. Let us set the 
dates now - say 1992 (for up to 
17 and 1995 (far up to 1$). 

One problem with compul- 
sory release for college atten- 
dance is that it would discour- 
age firms from Wring young 
people. As the number of 
youngsters shrinks, this will 
matter less. But clearly 


Time to think 
about compulsion 

By Richard Layard and Sig Prais 


employers wifi not hire young 
people unless it pays them to 
do so. On the continent they do 
hire them as trainees, because 
trainee wages are lower and 
vocational education at college 
is free. 

• Young people under 18 have 
to be employed on a different 
legal basis from adults. 
Employers should only be able 
to employ t hem as trainees, 
with well-defined obligations 
on both sides. The code govern- 
ing these contracts should 
make it dear that, in return 
for training, trainees cannot 
expect a foil wage. Employers 
wfil then have an Incentive to 
hire. 

• The tuition costs of voca- 
tional education should be 
home by the state. This is the 
universal rule throughout the 
continent of Europe. But in 
Britain the situation is quite 
extraordinary. An»a«wik> edu- 
cation is free On school or via 
student grants), but vocational 
education and training is not. 
Yet the Government goes on 
complaining about the lack of 
vocational education and trator 
fog. This verges an hypocrisy, 
unless such education Is free. 

Here we come up against a 
fundamental dogma: “the 

wnrfrw w muni nay ” This rea- 
soning is quite unsound, as 
Pigou pointed out years ago 
and the Chicago economists 
more recently. For tire voca- 
tional education and training 
we are talking about raises a 
person’s productivity which- 
ever firm emplovs him. Any 
employer would be wfifing to 
pay him for the skill he 
acquires. ]f his own company 
underpays him, others will not 
hesitate to poach. Thus the 
firm that trains has no way of 
appropriating to itself the 
return on the investment 
The main return goes to the 
individual. just as it does with 
academic education. But, even 
as thing w are. Individuals 
underinvest in themselves - 
due to ignorance, short- 
sightedness and lade of financ- 
ing o ppor t uniti es. Zf they bear 
tiie cost of lower wages, the 
state should bear a** cost of 

How much extra would fliia 
cost the Government? Probably 
well ureter half a per af 
total gwwumwit expenditure. 


One cannot be precise, because 
unfortunately no One knOWS 
exactly how the present system 
is paid for. 

This confusion in turn dis- 
courages uptake. We most 
achieve a clearer sy s tem . Oth- 
erwise we Sear greatly that the 
country may head in the oppo- 
site direction, with more and 
more complex funding pack- 
ages and no mafar expansion 
of real activity. 

• We must have a national 
sy s tem , as in Germany, ft will 
not do for Training and 
Enterprise Council (TEC) to 
nm its own system solely to 
meet the tm mediate needs of 
its local employers. Young peo- 
ple move around and need 
broadly-based qualifications 

that an re>Hf>nnUy — and even 

internationally - accepted. 
Information is costly but peo- 
nie can understand a national 
system provided it' is simple 
enough. 

• There must be a level 
playing field between public 
providers (further education 
colleges) and private providers 
( pro prietary colleges and train- 
ing workshops). Thus any pro- 
vider can offer a course for 
approval by a TEC. The TEC 
should not unreasonably 
refuse approval, whatever the 
level of the course, provided 
there are national examina- 
tions that are externally set 
and externally marked. Indi- 
viduals of any age could then 
apply for the course, and if 
they were accepted, the fees 
would be paid by the state. 

Some people advocate uni- 
versal full-time, rather than 
part-time, education to 18. This 
Is a mistake. The priority for 
full-time education Is to devise 
and finance a much better cur- 
riculum up to 16. At the aawiB 
time the youngsters of 16-18 
need a new deaL The way for- 
ward Is clear - part-time voca- 
tional education which is com- 
pulsory and free, with every 
youngster a trainee. But, 
please, a system that every- 
body can understand. 

Richard Layard is Professor af 
Economics at the London School 
Of Economics. Sig Prais is 
Senior Research Fellow at the 
National Institute af Economic 
and Social Research. 
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YOUR VERT OWN MOTORWAY. 


Hope for ACT reform East-W est pollution control 


From Mr IKA.Q. Simon. 

Sir, David Waller's article 
(“Business worries are unlikely 
to tax Major," March 8) was 
perceptive in picking out 
Advance Corporation Tax 
(ACT) as an imp or tan t topic. 
But the article belies the signi- 
ficance of surplus or unre- 
lieved ACT to major interna- 
tional businesses such as ours. 

Unlike Mr Waller, 1 am opti- 
mistic that the Chancellor will 
look favourably at the reform 
of ACT called for by. so many. 
The present system is prejudi- 
cial to international business. 
It subjects Britain's multina- 
tional companies to economic 
double and raises the 

potential for distorting invest- 
ment ACT should be 

what the term implies — an 
advance payment of our liabil- 
ity to UK corporation tax, not, 
as it fa for ma ny com panies, an 
additional tax burden. 

Mr Waller explained in gen* 
eral terms how the problem 
arises for companies like BP 
(namely. ACT paid on divi- 
dends which cannot be aflfcet 
against our UK tax babfttttes 
because of foreign tax paid by 


us). This fa an issue which 
affects not a few but many 
companies. ' 

(for chairman was joined by 
the- nhnifOT< of 12 majOT COSXIr 
panics in writing to the Chan- 
cellor oq this issue. The CB1 
felt the topic was sufficiently 
important to write separately 
to the Chancellor rather than 
fatehute if in its technical Bud- 
get representations^ The Adam 
Smith Institute produc ed 
cogent arguments in favour of 
change- And the Institute of 
Directors, the Engineering* 
Employers Association, the 
International Chamber of Com- 
merce and the Institute of 
Chartered Accountants in 
England and Wales have alt 

matte ram a ra n tetiCM. BanH y a 
"handful of... behemoths!" 

Furthermore e"eh of these 
representations been 
in advance of this year's Bud- 
get (the CBTs as recently as 
February 26) and it fa too eariy 
to say that the representations 
have “fallen on deaf ears.” 
David Simon, 

"Deputy Chairman, BP, 

Br it annic Bouse, 

Moor Lane, EC2 


From Mr James Skinner. 

Sfcv Quentin Peg ("Rescuing 
the poisoned earth,” Soviet 
Union Survey, March 12) 
quotes Mr Alexei Yabtofcov, the 
ecological campaigner, as say- 
ing it would cost up to 
Rbs SGObn to stadrihse toe disas- 
trous environmental 
in Russia in. the next two to 
three years and then “begin to 
repair the damage.” On Tues- 
day you reported that same of 
the biggest we s t e rn invest- 
ments to be made in eastern 
Europe will be to car making. 

Is it not ironical that, far 
from assisting . the eastern 
countries to find ways cf tack- 
ling their environmental prob- 
lems, we are rushing to assist 


them to follow our own pol- 
luted pathway to h i gh e r con- 
sumption of scarce resources? 

The production and opera- 
tion of care seems to be gener- 
ally recognised as the tingle 
worst source (rfjpoHntkm. With 
global car production already 
proceeding at nearly 15,000 an 
hour, surely It fa time for 
co-operation with the East in 
developing new solutions to 
transport problems. Could we 
not also find ways to give pri- 
ority to Investment in repair- 
ing th e ec o logical damage that 
communism bss Rw u^ht? 
James Skinner, : i 

Environmental Futures, 

Heron Bouse, 

Cfnswh* Man, W4 


EC directive on programs 


The rediscovery of English 


From Mr YJL SMrawi 
Sir. Victor Mallet roster's 
divers rediscover the natural 
pearl," Frankfurt edition, 
March 8) re f erred to the finest 
grade of pearl as the "gtwan,” 
as if It were an Arabic or local 
word. 

But this fa not tbs case. The 
word "giwan" fa, in fact, 

gw gfiah! 

When the Golf merchants 

Adam Smith 
on poll tax 

From Mr T. Charies-Edwards. 

Sir, It would be a kindness if 
one of those enthusiasts for tiie 
works of Adam Smith, whether 
in government or in the Insti- 
tute which has taken his name, 
would spare the time to 
nrpiain how he would refute 
the following judgment on poll 


cama Into Mmtarf with tiie. 
Indiana who bought pearis, the 
Indians always spoke of the 
finest quality of pearls as 
(kade 1, or G-L 
Ever Sim*, the Gulf people 
have referred to the finest 
pearl as the “CB-wan." 

Yousuf A Shirawi, 

IGidster of D evelopm e nt 
and Industry, 

State of Bahrain 


From Professor WJL Comish . . 

Sir, Concerning -the Euro- 
pean Community’s proposed 
directive cm copyright in com- 
puter programs, Robert More- 
land (Letters, February 15) 
insists tlwrt engineer- 

ing fa the route to copying, 
that member states will there- 
fore want to forbid decompil- 
ing; and that the Council of 
Ministers should seek to block 
any aspect cf reverse engineer- 
ing that amid lead to copying. 

His approach Is unduly 
restrictive. The directive, while 
prohibiting those actions 
which actually involve copying 
of the .expression of a program, 
should equally permit the anal- 
yst of a program for legitimate 
porposre. These Include the 
tracing of- faults am! other 
maintenance, and also tiie cre- 
ation of interopefable systems 
whore the only analysis undo 1 - - 


taken is to learn the underly- 
ing anH principles of Hut 


The draft directive already 
accepts that the taking of such 
ideas (which may include tiie 
specifica ti on of interfaces) will 
not constitute copyright 
infringement Accordingly, ft 
must remain le g itima te to <«>»> 
steps solely to discover than. 

If an express exception to 
this effect fa. not included, to 
the directive, the essentially 
independent development of 
new software may well be prej- 
udiced. Thus the competitive 
b alan c e in the E u ro p e an com- 
puter industry will shift even 
more In favour cf a few domi- 
nant, mostly American, com- 
pute 1 companies. . 

WJL Gotnfah, 

Law Department, 

London School of Economics, 
BoughtonStreet, WC3 


Doubts about East German convertibility plan 


“A poll tax upon free- 
men... fa either altogether 
arbitrary or altogether 
mwqnal, and in most cases fa 
both the one and the other.” 
(Wealth of Nations, Glasgow 
edition, page 857). 

TJ4. Charies-Edwards, 

Corpus Christi College. 

Oxford 


From Professor Brian Tea. 

Sr, Professors Steve Hanke 
and Alan Walters (Letters, 
March 7) have obligingly clari- 
fied the two questions I raised 
(Letters. February 23), but 
have not persuaded me that 
theirs is the best recipe for a 
convertible East German Mark. 

First, though the amvertibil- 
ifcy of East German bank Dotes 
issued by a proposed currency 
board would undoubtedly be 
assured if we suppose that 
“West Germany would make a 
transparent grant of D-Mark 
assets to the East German 
board;" fa ft likely that the 
West German authorities 
would regard such a board as a 
deserving b eneficiar y at their 
cross-border generosity? 


Second; it would be small 
consolation to a depositor at ah 
East German bank (supposing 
deposit banking to be priva- 
tised) that such a bank would 
be forced to make its deposits 
convertible at the currency 
board’s, exchange rate or 
“wither away and make room 
for new entrants." 

hi practice an East Genn&n 
hank would undoubtedly suffer 
the latter, fate as soon as it 
became subject (as . it soon 
would be) to c omp etiti on from 
West German banks enjoying a 
virtually unlimited command 
over supplies of West German 
currency. 

ft is sorely nq ccfariderioB 
that in the.former British colo- 
nies (whose currency -boards 


were the prototype of the 
Hanke- Walters proposal) 
dep osit banking was almost 
entirely in .the n»nih of expa- 
triate banks such as Barclays 
D(XX 

Would “Mr Kad Otto PShl 
and some East German offi- 
cials," who would allegedly 
suffer “considerable discom- 
fort" at the thought of the 
West German cantralhank tak- 
ing responsibility for the cur- 
rency of East Germany, never- 
theless be content to see East 
German dwpngtl hanking takww 
over by tiie West German com- 
mercial banks? 

Brian Tew,. - . , 

Loughborough University , 
Banking Centre, 

Loughborough, Leic es ter shi re 
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PLUS TWO GOLDEN MILES 

West Lancs with Its towns of Ormsklrk and Skelmersdale connects 
nationwide via its own M58 motorway linked to M6 and M62. Only the 
shortest drive from Blackpool's famous seafront and the golden mile 
of elegant Southport's sands. Just thirty minutes from the UK’s 
se cond largest population concentration, West Lancs greenfield sites 
offer pastures new to industry and commerce. 
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Schnur resignation mars Alliance poll hopes 


By David Goodhart in Leipzig and Leslie ColHt in Berlin 


THE RESIGNATION yesterday 
of Mr Wolfgang Schnur, the 
leader of Democratic Awaken- 
ing, one of the parties in the 
East German centre-right Alli- 
ance for Germany, overshad- 
owed what should have been a 
triumphal final pre-election 
rally for Ur Helmut Kohl in 
teipzig. 

Mr Sebum's depart u re, over 
Ms ttnks with the stain secret 
police of the former East Ger- 
man Communist regime. Is a 
sharp blow to the electoral 
chances of the Alliance, which 
Mr Kohl has endorsed dnrmg 
the campaign far Sunday's 
East German ejections. 

The expectations last night 
were that Mr Schnur would be 


succeeded by Pastor Rainer 
Bp pelmann, a long-time friend, 
and oofounder of Democratic 
Awakening, originally a 
Church-based movement. 

The resignation leaves Mr 
Lothat de Maitiere, the leader 
of the East German CDU, 
which is also part erf the Alli- 
ance. as the chief conservative 
candidate to became East Ger- 
many's Prime Minister should 
the alliance turn Its recent 
gains in the opinion polls into 
victory on Sunday. 

The Alliance’s hard-hitting 
campaign has in the past few 
weeks appeared to eat into the 
lead of the East German Social 
Democrats (SPD) who have 
also been squeezed by a small 


improvement in the fortunes of 
the EDS (the former Commu- 
nists) fuell ed by fears of the 
effects of a capitalist takeover. 

Despite the setback, Mr Kohl 
still drew 200,000 supp or ters in 
his nfyHi and final rally cheer- 
ing “Helmut, Helmut** and 
waving the green and white 
flag of Saxony tiw 


d red left-wing opponents kept 
up a steady whistle through 
his speech. - 

Mr Kohl said yesterday that 
Mr Schnur*s resignation was a 
case of “personal failure”, but 


stressed that Ms West German 
CDU party would continue to 
work closely with the Alliance. 
The resignation of Mr 


Scfantg. a lawyer who defended 
political dissidents for the Prot- 
estant Church under the for- 
mer Communist regime, fol- 
lowed publication of Stasi 
records last week. These 
showed that he had passed 
information on Church and dis- 
sident affair s to the Ministry of 
Stale Security. 

Mr Schnur had repeatedly 
denied earlier allegations of Ms 
links with the StesL However, 
speaking yesterday from the 
East Berlin hospital where he 
has been confined Since col- 
lapsing fast week with heart 
problems, his statement was 

l efls categorical. 

“Since I am unable at pres- 
ent to dear up objectively the 


charges against me, I am draw- 
ing the consequences in the 
interest of political honesty 
and responsIMtty,” he said. 

In a West Goman newspa- 
per article to be published 
today, Mr Schnur is quoted as 
saying that after being beaten 
up and tortured in 1964, he was 
farced to give an undertaking 

tO pMS in f orms Hnn qq to tbS 

StasL 

Mr Befahard ^hnit , a promi- 
nent member of the New 
Forum movement which 
lyfl pafl oust the farmer (!nm- 

T nrmis t Ipariwruhip, mM yester- 
day that there was also evi- 
dence that other leaders of 
East German parties had also 
had with the Steri. 


Poland to 
take part 
in talks on 
unification 


THE two German states and 
the four Second World War 
allies - the US, Soviet Union, 
Britain and France — yester- 
day agreed to involve Poland 
in *»urq awt German unifica- 
tion, writes David Marsh in 
Bonn. 

After a longer than expected 
meeting at the West German 
Foreign Ministry (right), offi- 
cials from the six countries 
said that Poland would be 
associated with the delibera- 
tions “especially - in connec- 
tion with the future eastern 
border of a united Germany. 

This formula means that 
Warsaw could take part in 
future sessions dealing with 
subjects other than the border. 
By casting the terms for Polish 
participation wider than 
expected, the other countries 
have dear their anxiety 
to suppress any residual ambi- 
guity about possible West Ger- 
man territorial claim* on 
Finland. 

Poland, however, will not 
become a member of the “2 
plus 4” grou p. Meetings of “2 
plus 4" officials are to taim 
place alternately in Bast and 
West Germany. The next gath- 
ering of the officials will take 
place in Berlin immediately 



after foxsmtlaai of a new East 
German g overn ment- No date 
has been set for a hill foreign 
uriritopp conference. 

The controversy about the 
attempt by Mr Helmut Kohl, 
the West German Chancellor, 
to link the border question to 
renunication of Polish war 
rep aration claims bad led to 
strains with Paris. Mr Kohl 


yesterday tried to smooth 
ruffled French Heathen yes- 
terday In a telephone conver- 
sation y ester da y with French 
President Francois uiUiniimriL 
The West German Govern- 
ment tech the ummaal ste p of 
announcing that Mr Mitter- 
raml telephoned Mr to 

report on his talks with Polish 
leaden In Paris last Friday. 


The g overnment spokesman in 
Bonn wasat pains to point out 
Mr Mitterrand’s view that 
France's relations with West 
Germany were "good and 
healthy. - 

• In London, British Fore- 
gin Secretary Douglas Hurd 
expressed confidence that the 
west hsd now established the 
right frame wo rk for German 


unification, write s Philip Step- 
hens. He also said there were 
strong foreign poHcy rsasans 
for Britain to take up- full 


me mbersh i p of fl y Eur op e an 
Monetary system 


but that tiie 
timing <rf any such move had 
to be based on eco nomic con- 
siderations. 


Testing time for Hard, Page S 


Pretoria shifts eh 
defence to welfare in 



budget 


By Patti Wakftmdr In Cape Town 


A SWITCH in South African 
spending from defence to social 
welfare progra mmes for Macks, 
coupled with concessions to 
white ta xp ay er s , was unveiled 
by the Pretoria Government 
yesterday as it presented its 
budget for 1S9Q91. 

“It is in everyone’s interest 
that a mare acceptable and bet- 
ter balanced situation with 
regard to Uving and other stan- 
dards should come about in 
Sooth Africa with aH possible 
speed,” said Mr Barend du 
Plessis, the Finance Minister, 
when presenting the budget to 
parliament. 

Defence spending is planned 
to increase by only L3 per cent 
in the year to March 81 199L 
With inflation expected to 
average between 13 per cent 
and 14 per cent for the year, 
this represents a sharp real cut 
in expenditure ou defence, 
which has assumed a lower 
priority because of the 
improved security situation in 
southern Africa. 


Some three-quarters of the 
Rita ($400m) saved an defence 
would be diverted to increased 
spending on black education, 
which will rise by 17.6 per cent 
to J&Sbo. Spending on white 
education will rise only half as 
fast 

However there would still be 
a very large disparity between 
the two budgets; total spending 
on whites still exceeds total 
spending on black education, 
although blacks outnumber 
whites in the population by 5-L 

Mr du Plessis also 
announced the creation of a 
R2bn capital fund which, he 
said, would be “specifically 
dedicated to the removal of 
socio-economic backlogs in our 
country.” He gave no details of 
bow the fond would be spent, 
but noted that backlogs existed 
in housing, education, training, 
literacy ^ ha s te 

The new social fond looks 
likely to be spent on infrastruc- 
ture creation in black town- 
ships and perhaps on Job pro- 


motion schemes. Private sector 
businessmen have also been 
looking at ways of boosting 
social spending by business. 

Mr du Plessis also 
announced a 16 per cent 
increase in police spending, 
refle cting government conc ern 
over tiring unrest and crime in 
black townships during a 
period of political upheaval 
preceding negotiations on a 
new consti tution . 

However, he surpris ed eco a- 
omlsts by ■nmmiifiiiig revenue 
measures which he raid would 
ease the heavy burden of indi- 
vidual taxation, trimming 
R4bn from individuals’ tax 
bills in the coming year 
— mainly affecting whites. 

The gold mining industry 
also saw several tax changes, 
including partial withdrawal of 
socaDed “ring fe ncing - which 
prevented mining companies 
writing off the cost of new 
mine developments against 
fa>ynh)a profits from 

Tntnwjf, 


UK to press ahead with 
Hong Kong passport plan 


By Philip Stephens, Political Editor, in London 


THE BRITISH Government 
plans to publish within the 
next few weeks its proposed 
legislation to provide UK pass- 
ports far some 225A0O people to 
Hang Kang. This is despite the 
threat of a la rge sc ale revolt in 
the House cf Commons by its 
own Conservative MPs. 

Mr Douglas Hurd, the'For- 
eign Secretary, in an interview 
with the Financial limes, said 
that tiie scheme's details were 
now dose to being finalised. 
The scheme is designed to mop 
up confidence in the mtnny 
ahead of its handover to China 
in 1897. 

He insisted that the Govern- 
ment would press ahead with 
tiie legislation despite warn- 
ings from Con servativ e oppo- 
nents at the House of Com- 
mon s that more tha n 80 of its 
own supporters were against it 
“ft would be extremely damag- 
ing if it did not happen.” 

Providing an insurance pol- 
icy for Tip to 50A00 key person- 
nel and their famflfas was an 

WMATrtlfll dammit {q matnhiin. 

fa g HirifidwiM. The criteria fix' 


eligibility would be set to 
ensure that the specialist 
w orkers in the public and pri- 
vate sectors that the colony 
needed would stay up until and 
beyond the transfer to China. 

“It is aimed at key person- 
neL It is not aimed at million- 
aires. In my- experience mil. 
lionaires tend to be able to 
make their own arrange- 
ments," Mr Hurd said. 

He gave no precise timetable 
for the legislation, but it is 
understood that it wffl be pub- 
lished before April 5. A parlia- 
mentary debate would follow 
about two weeks later. 

An internal row over the 
Issue is likely to udd to the 
politi cal di fficulties faced by 
the Government. 

Mr Hard, who has tiie full 
backing of Mrs Margaret 
Thatcher, the Prime Minister, 
on this issue, made it dear, 
however, that the Government 
believ ed that mos t of those 
given full passports would stay 
in the colony. 

Mr Hurd in vigor a ted .by chal- 
lenge and change. Page 8 ■ 


Japan interest rates under pressure as yen weakens 


Continued from Page l 


despite buying an estimated 
$12bn worth of yen over the 
past month, has exacerbated 
the unease permeating the 
stocks and bonds markets. 

Y esterday the Nikkei index 
of leading shares fall a farther 

288.44 to close at 32,352.13, 
against 33,690.89 last Thurs- 
day. The yield ou the bench- 
mark government bond has 
risen to 7.325 per cent, com- 
pared with 7370 per emit a 
week ago. 

To make matters worse, 
investors in Tokyo are almost 
unanimous In expecting fur- 


ther declines in the yen. "A 
huge anti-yen sentiment has 
built up among Japanese 
financial institutions,” said Hr 
Robert Feldman, an economist 
at Salomon toothers, the US 
investment bank, yesterday. 

Mr Tehso Taya, senior econo- 
mist at Daiwa Research Insti- 
tute, an affiliate of Daiwa 
Securities, said: “Japanese 
investors don’t know where to 
put their funds." 

The ruling Liberal Demo- 
cratic Party’s difficulties at 
home and In trade relations 
with the US have contributed 


to wnriormfnfrng confidence in 
the yen. However, the immedi- 
ate cause of the uncertainty Is 
an argument between the 
Bank of Japan and the Japa- 
nese Ministry erf Finance over 
intarest rates. 

Central bank officials would 
like to increase rates to stem 
the yen’s decline and stamp 
out the risk of a potential 
resurgence in inflation. The 

Finance Ministry believes any 
further rise in rates will slow 
Japan’s economy. 

Had it not been for the min- 
istry’s opposition, the central 


bank might well have raised 
the ODR already this year 
from its current level of 4315 
percent, even though the last 
rise took place only last 
December. The delay seems to 
have increased many fund 
managers* doubts about the 
course of Japanese monetary 
policy. 

Far this reason, some bank- 
ers and brokers think Mr 
Mie no has tittle -choice but to 
raise rates soon, but others 
argue it is too early to raise 
tiie ODR,- g iv e n that there Is 
still little evidence of inflation 


in pnhtishedprice statistics. 

Consumer prices have risen 
by 2 JB per cent over the 
year, well above the _ 
year’s 0.1 per cent But tiie 
ore is Inflated by the 
effect of the consumption tax, 
which boosted the increase by 
about 1.5 percentage points. . 

Moreover, those in favour of 
a delay say that any rise in the 
ODR should, for maximum 
effect, be co-ordinated with 
moves by other coon- 
tries - notably an interest 
cate cut In the US. 


WORLD WEATHER 




■c T 


■ 

rr 

■ 

■ 

X T 



T T 

AjKdO 

F 

W fiS 

Mm* 

s 

19 84 

ItaR) 

F 

17 a 

MN 

8 

T7 61 

Notes 

8 

21 70 

MM* 

h 

11 K 

INnctaaMr 

F 

Tl 32 

Rtodars 




S 

13 5* 

F4m 

8 

21 70 

U*«a 

F 

M 81 

Roma 

F 

17 a 


8 

tt H 

Ronra 

S 

22 72 

IWbmmi 

— 

— - 

snmurg 

C 

11 K 

Btfnk) 

— 

— — 

FrerSSirt 

f 

13 S3 

UnicaCW 

F 

29 34 

wmg C 

9 46 

DM0H 

F 

33 91 

FincM 

C 

17 63 

im 

8 

21 TO 


R 

7 « 


F 

17 63 

CflDM 

e 

O IB 

Uan 

8 

« 64 




sen 


— — 

Otnft* 

8 

21 Jfl 

UooMal 

C 

1 34 


F 

3 37 

MhU 

C 

w a 



n so 

Horn 

c 

-4 29 

Snwmg 

C 

11 S 

Mgrcto 

8 

« ai 

OMtnaaw 

& 

it n 

ttrtch 

R 

7 46 




Btrth 

R 

9 41 

mtm 

s 

0 32 

navu 

F 

21 73 

IBM 

-m 

«■ « 

Ban’ll 

S 

is a 

H. Kong 

F 

72. 72 

Hum 

F 

M M 

Tanste 

F 

17 63 

Beat ) mf 


— m 

teajnrt 

F 

M 67 

Nsaaaa 

F 

27 SO 

TtfMr 

F 

« 64 


F 

14 0 

tfliiims 

F 

tl SZ 

NnSM 

— 

— — 

Tonars* 

8 

2V 66 


F 

« H 

htentad 

F 

29 7V 

Hawvom 

S 

C 43 

7ofc7o 

M 


BodlpMt 

F 

n 6i 

INM 

S 

« SB 

HM 

8 

i7 a 

Toraao 

Ffl 

9 « 


C 

V Ba 

Mm 

C 

32 90 

Wxmrn. 

3 

17 a 

1M* 

C 

20 66 

Mm 

F 

22 72 

Jwar 

F 

n s 

Opano 

S 

M & 


t 

Q 81 


a 

22 72 

ACwg 

F 

» 79 

Owe 

R 

2 37 


8 

17 61 


c 

29 az 

Ltffl 

— 

— — 

Ms 

8 

H 64 


9 

11 S 


s 

n « 

LMon 

3 

« 61 

FeWng 

— 

— — 


S 

4 39 

CMCSQO 

F 

17 S3 

Unman 

V 

13 M> 

ftw 

8 

v a 

WMfanfllflll 

s 

14 sr 


C 

11 62 

Lot NiQMaa 

8 

9 46 


9 

1 34 

Zdtt 

R 

ro so 

GspenhagM 

Carta 

R 

8 

5 41 

n m 


F 

3 

12 M 
17 81 


IMB 

F)*MR*r 



DaHaa 

DuNto 

C 

C 

n 94 

12 34 


C 

S 

a 94 
20 ■ 

MalMMM 

w TRailir 

RIM 

1MM 


Efforts to ease US trade frictions 


Co n ti nue d from Page 1 

month. The SH demandu are 
the most difficult for the Japa- 
nese Government to respond to 
because of the political influ- 
ence of vested interest groups. 

However, government lead- 
ers recognise that substantial 
responses are now ne c essary In 
these areas. Mr Nakayama 
said: The inclination, of Con- 
gress towards protectionism 
and managed trade would 
become so decisive that the 
Administration could not 
restrain it unless appropriate 
measures are taken urgently 
on this matter.” 


Mr Mosbacher yesterday 
reached formal agreement with 
Mr Muto on a programme 
aimed at promoting Japanese 


rts and US imports in 
to reduce the US 


trade 

deficit with Japan. 

The agreement called for 
exc han ges of data and informa- 
tion, market research, trade 


try quoted Mr Muto as telling 
Mr Mosbacher: “Japan intends 
to solve trade problems 
between the two countries as 
quickly as possible." ' 

T hey agre ed on an exchange 
of information via computer oat 
ite m s Japan wa nt s to boy from 
the US and those the US wants 


events and services to help US 
be Jai 


to export The two agencies 
will also 


espartos penetrate file Japa- 
nese market The two coun- 
tries win also conduct research 
to find products that Japan 
might import from the US, 

An nffirfal of tfa Ministry of 
International Trade and Indns- 


exchange the results 
of market research surveys 
conducted in one another's 
countries and help promote 
trade promotion exhibitions 
and trade missions. They 
agreed to hold monthly meet- 
ings from fain month. . 
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BAe not cleared 
for take-off 
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It is a telling comment on 
British Aerospace that when 

gpolTing flu* ypctwrdpy f fa Idwag 

far coping with the world’s 
dwindling appetite for weap- 
onry, its four-point strategy 
forgot to mention motor 
vehicles. This may be a cam- 
mendably sober appraisal of 
Rover’s prospects. At £51m in 
1969, Rover’s underlying trad- 
ing profits are still only 1.7 per 
cent of sales. It would be 
straining credibility to give 
Rover a starring role in BAe’s 
strategy. But the omiBSkm is 
also a forceful reminder of bow 
tittle the Rover hetfaffle has 
done to salve BAe’s long-term 
problems. 

Provided Honda takes its 20 
per cant of Rover, BAe will 
nave some insurance against it 
turning sour. But BAe’s futur e 
will still rest on four busi- 
nesses, defence, commercial 
aircraft, telecoms, and con- 
tracting, of which ™iy th» fast 
named js a reliable ct»i> gener- 
ator, Even aft w the £68m BAe 
made in 1969 from raniwg its 

DAP snd lstfH brx 

losses carried forward from 
Rover, BAe has accumulated 
only £3S0m of ' retained earn- 
ings ritiffo 1985. This is not a 


British Aerospaca 


premium for this possibility. 


Share price relative to ihe 
FT-AAI-Shae Index 
120 ; 



1985 86 87 88 88 


The pat answers are that 
BAe fa not trying to beat all it s 

nmrSripe; smdthat its UK^eal 
estate riches will see it 
through. On the farmur print, 
Airbus gives grounds for cau- 
tion. On the latter, when BAe 
bought Arlington, It was not 

farming ft ylf intn TjmH Securi- 
ties, with a rich stream of safe 

TPwfak, hit malting fagf wnrp 

of a developer, exposed to tiie 
UK propert y cycle's vagaries. 


largest drags companies has a 
negative net worth, but then 
on US accounting principles 
the balance sheet would appear 
Una white the e arning s would 
look side. Assuming that cos- 
metics is sold for a reasonable 
price and tiie Bovrfl interests 
for £150m, gearing should fall 
(from infinity) to 100 per cent 
by the end of 1090. Interest 
cover win be five to six times 
tins year. But even by the time 
of next year’s results, it win 
only be possible to have a very 
pretimmaxy impression of 
merger’s success. Such a long 
term horizon may be beyond 
tiie (Sty’s patience to contem- 
plate. 


HiUsdown Holdings 

Hills down’s shares have 
underperformed the FT All- 
Share Index by more than 30 
per cent over the last two 
years as the company has 
fallow out of flavour with the 
City. It did not enhance its 
image with yesterday's resul ts 
announcement. Pre-tax profits 
matched the forecasts of 
riosm, but only after including 
around £!0m of surprise pen- 
sion holiday benefits. 

That said, the company’s 
prospects are far from gloomy. 
This year will see a Adi contri- 
bution from Premier and the 
poultry division should pick up 
as the public forgets salmo- 
nella. The Premier purchase is 
part of a gradual shift towards 
added value, higher margin 
businesses and it also altered 
the group’s focus more clearly 
towards food. Both trends 
should eventually help the 
group’s rating, currently lan- 
guishing at around 7.5, assam-' 
ing £235m-£240m of pre-tax 
profits this year. But the best 
hope for the shares is a fan In 
Interest rates, which will 
relieve worry both about the 60 
per cent gearing and the furni- 
ture ana property divisions. 
However. HiUsdown would be 
wise not to surprise the market 
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BTR 

The BTR profit machine con- 
tinues to purr along. It has 
joined th e foanrifni of UK cam- 


Beazer 




SmithKline 


ft was bard to see why flu 
markets got excited enough 
about SmlthKHne’s figures yes- 
terday to knock 5 per cent off 
tiie abates, ft is far too eady to 
assess how the merger is wink- 
ing and 5 m fa ghgrwthmvofTjpw . 
ted restructuring charge of 
f5 0Pm may stoipIytodiQg a the 
potential scope of the cost 
savings. Nor did the figures on 
trading performanca contain 
any sfarmhg revelations, only 


of over £lbn a year, and its 26 
per cent rise in 1989 earnings 
per share, with similar sort of 
growth in dividend, are much 
in Mne with its long-term aver- 
ages. Its legendary commit- 
ment to m argin imp rovement, 
wor k in g cap i tal management, 
and prodnetivity^miffiisas 


the encouraging- news that 
AngmeuHn fi— been aug- 
mented by exploiting the com- 
bined sales force. The long 


term problem of replacing 
Tagamet has yet to be convinc- 
ingly answered, but it is at 
least plausible that several 
moderately -sucessful drugs 
will arrive to fill tiie gap. 

Investors may be surprised 
to find that one of tiie worid’a 


impressive as ever. But its sub- 
stantial increase in capital 
sp ending suggests that it has 
been talcing to heart the critt- 
riwnn that it has been relying 
too beavfty on costcutting to 
ge nera te long-term organic 
growth. 

However, 1990 is going to be 
a more severe test. Many of the 
econo mies in which BTR oper- 
ates are slowing, its tax rate is 
rising and currencies are work- 
ing against it Add in the fact 
that tiie roam for substantial 
margin i mprovement from the 
latest dn*wi of acquisitions is 

almost erh a mteii and its ftatw . 

togs may grow at only half fast 
year’s rate. But this could all 
c han g e with another chunky 
and a prospect i ve 
of 10 contains little 


Few companies generate as 
much emotion as Beazer *nn 
its interim results have done 
little to heal the rift, notwith- 
standing yesterday's rise to the 
share price. This stock is one 
fta the gamblers and a prospec- 
tive p/e of around 7, and a simi- 
lar percentage yield, do not 
properly reflect the risks 
involved. 

Admittedly, a 16 per cent 
rise to faHy diluted earnings 
per share is not far short of its 
lon g ter m average and « 10 per 

cent dividend increase is a con- 
fident gesture from a company 
whose net debt is times its 
stock market capitalisation. 
The 15 per cent drop to the net 

Interest charge also looks 
encouraging. But add back 
some of the special items and 
the interest cover looks even 
thinner thaw ft seems at first 
sight. Beazer may have bought 
well in the US, but it is not 
hard to imagine the combina- 
tion of circumstances which 
could threaten Its viability. 
Hence the brave talk about 
fl oatin g off bits of its US 
opera t i on s. 
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forbutkfing products, drinks dispense, 
nu jq power; special engineering, 
refined and wrought metals. 

1MI pic, Birmingham, England. 
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Glaxo steels itself for 
an ulcer alternative 

A stomach bug is throwing a cloud over the 
progress of Glaxo, which today reports its 
half-year results for 1989-90. Almost one-fifth of 
the developed world's population suffers an 
ulcer at some point and Glaxo has had the 
answer for many. It produces Zantac, an anti- 
ulcer product which is the world’s best-selling 
. medication. But the development by a Swedish 
. company of an alternative drug could have a - 
big impact on'Glaxo’s fortunes. Andrew Baxter 
and Peter Marsh report Page 28 . 

On your marks, set, go 

European computer 

vator ?° ca * son * 

week. Consolidation and 
1 f ilji jBBBj restructuring would cotv 

than a month before Oliveu'publlshes its 
results for 1989, a year which has proved trau- 
■ matte to almost every computer manufacturer 
in Europe and the US. Page 18 

The picture of health 

The art market boom is alive and well, and 
Christies International, the auctioneers, are 
certainly healthy on it Sales for the first time 
passed the £1bn ($ 1 . 6 bn) mark last year, 
increasing 71 per cent to £1.33bn. Christie’s 
bigger competitor, Sotheby's Holdings, listed In 
London and New York, also announced an 82 
per cent increase in net income to $113m 
($62m)_ dare Pearson reports. Page 25 
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I Mexico blooms with confidence 

..... . MexICO j s looking for 

1 flower power. The 
> rolling hills of Guerrero, 
Mexico, Puebla and 
Queretaro states are 
bright with splashes of 
colour from the blos- 
soming flower industry. 
Until recently, Mexico's 
flowers were strictly for 
local consumption. But 
that has changed and its 
young flower export 
industry grew at a great 
rate in the 1980s and 
supporters expect to see ■ 
Mexico become a world 
competitor in. the 1990s. 
Page 30 * 

.tolling all options 

The Spanlsh4iave been trying Herd-in Latin. 
America’s telecommunications markets. The 
$39lm offer by Telefonica of Spain to buy a 
Chilean telephone company Is the latest move, 
and could be the most Significant Telefonica, 
much maligned at home for poor service, is 
under pressure from EC moves to open up the 
market to competition. The Spanish company 
has identified a potentially life-saving market in 
Spain’s old colonies, and it needs all the 
breaks it can get, writes Peter Bruce. Page 21 
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28 

Beazer 
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25 SCA 

19 
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28 
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18 
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28 Sterna 

28 

■ Connaught BioScncs 

19 T&N . . 

28 

Enlmont 

19 Tandem Computers 

18 

FI rod Earth Tiles 

28 Telef6nica 

21 

Graphic Maillot 

27 Templeton Emerging ■ 

25 

Hilledown Hidga 

28 Ten Doesschate 

25 

Hunter Saphlr 

25 Tlphook 

26 

Institut M6rieux 

19 Toys Rife 

19 

Jones & Laugh Hn 

19 Trade Indemnity 

25 

Kfnbum Corp 

18 Triplex Lloyd - 

26 

Kymmene 

19 USOClnv Trust 

28 

Lambert Howarth 

27 Uslnor-Sacllor 

18 

March 

28 Wace 

27 

Merchants Trust 

28 Wlckes 

27 

Mertvafe Moore 

28 WlUiams (Rex) 
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| Chief price changes yesterday | 



MCA buys Geffen Records I Plessey’s US 




~ M* » A ^ MjV* 



Ccdin Sonti 
at the post 


By Alan Friedman in New York 
MCA, the big Hollywood 

enfwt n fn merit . mnt-lnmpratp. that 

controls Universal Pictures and 
one of America’s biggest record 
companies, yesterday surprised 
the US musip industry by signing 
an agreement -to acquire Geffen 
Records and its- related music 
publishing businesses. 

The acquisition, to bepaid for 
by the issue of MCA stock, will 
be worth more , than 2500m to Mr 
David Geffen,. chairman and 
founder of what was the last big 
independent record company. 

.The deal calls for MCA to issue 
to Geffen 1 m new preferred 
shares which are convertible into i 
10m MCA common shares. This 
means that Mf (Stiffen will be 
MCA’s faigrot eSsgUti shareholder, 3 
with a 115 Tie* cent stake: i 


Although this stake had a 
2545m. market value based on yes- 
terday’s MCA share price of 
254%, contractual limits on the 
number of shares Mr Geffen may 
sell over the next four years 
reduce the effective value to just 
over 2500m. 

. The MCA-Geffen deal repre- 
sents the most significant shift of 
power in the world recording 
industry since Sony of Japan 
bought CBS Records more than 
two years ago. 

& will boost MCA’s music reVe- 
nues from about $765m to almost 
$lbn and will give, the Hollywood 
group nearly 18 per eemt of *hg 
US pop album market 


after Time Warner's WEA subsid- 
iary. 

At present MCA is fourth big- 
gest with 9.8 per cent marfcet 
share and Geffen. whose records 
are distributed by WEA. accounts 
for 8 per cent of WEA’a com- 
manding 40.4 per cent share. 

Bnt the Geffen distribution 
contract with WEA expires in 
December and MCA’s own 
arrangement by which WEA dis- 
tributes its records outside North 
America will expire in one year. 

The record industry was -sur- 
prised yesterday because MCA’s 
takeover comes only days after 

Thoni WMT of Britain 

set to buy Geffen in a cashend- 


MCA will became the secoajd , stock deal th at w ould have beau 
leading US distributor - leap - 1 worth up to 2750m. But Mr GtS- 


of bis company, said moneywas 
not the issue. 

“I have nothing but good feel- 
ings about CoUn Southgate 
{chairman df Therm fa® and til 
the people -at. Thom EML” Mr 
Geffen said yesterday. He also 
said that MCA and Geffen would 
have $a56m df combined non-US 
record- r ev en ges and would 
explore all options for a new dis- 
tribution deal ante the Warner 
contracts w pirf 

G effen, formed. Just 10 years 
ago, id stro n g -in rock music, 
while MCA is the leading US 
record co mpany for urban music 
and a leader fa couhtey nsttfo. 

MCA r&coided a 2191.8m net 
profit on of 1989 eonseU- 

dated revmmes. Geffen's 1989 


firoggidg CBS Records — coming . fen, - who will stay on as nhrirman s a le ff totalled 


British Aerospace sees 
the future in 3-D 

Paul Betts on the group’s search for a US dimension 


P rofessor Roland Smith, 
chairman of British Aero- 
space, has his sights set on 
.the US. “It’s- a sonny, more 
relaxed place," he said yesterday 


as some of BAe’s own civil and 
military aircraft.. . . 

The strike about working 
hours appears to bavia foensed 
BAe’s. attention cm spreading the 


as he announced that the' group' company’s manufacturing base 
was exploring the US' for strata- around the globe, especially since 


was exploring the US' for strate- 
gic alliannen. 

BAe's links there are stfil rela- 
tively weak compared to its asso- 
ciations in Europe and in Japan 
through the Rover-Handa alli- 
ance. But Mr Dick Evans, the 
-group's new chief executive, 
explained: "We do -need a- US 
dimension. We’ve developed one 
in Europe and with to Japanese, 
but we fed we also netid a strate- 
gic partnership in tiw us." 

BAe is already associated in a 


BRITISH AEROSPACE yesfcer- • 

. day r eported a 29 p er cen t rise 
in pre-tax profits to £338m last 
year from £Z59m a year ear- 
lier'. It also defended Us take- 
over of Rover claiming that the 
negotiations Tor the car-g r o u p- 
had been conducted openly and 
fix good faith. ■ 

Rover contributed £6 4m to 
-BAe’s £441m trading profits 
last- year- compared with £50m 


series .of specific joint venture . the previous year on overall . are. all ' expected to behave as 


projects in the US with American 
aerospace and defence groups. It 
produces Harrier and Hawk jets 
with McDonnell Douglas and' is 
developing an. advanced 
short-range air to air. missile 
(Asram) with' Hughes. However, 
the UK group wants a broader 
strategic relationship with a US 
. partner. "It does not necessarily 
have to be in the aerospace busi- 
ness bntrit could Involve any of 
pur diverse activities," Hr Evans 
safiL 

BAe is also considering manu- 
facturing in the US. Although 
profits and sales have grown dur- 
ing the last five years, the com- 
pany’s present concentration of 
ma n ufacturing in the UK has 
been a weakness in two ways. 

First, the company is vulnera- 
ble to the staling exchange rate. 
Second, it is dependent on UK 
labour relati o ns. The recent 17- 
week strike at three of its plants 
badly disrupted production of 
European Airbus ahneraftas well 


company trading profits of 
£360m. 

‘ Bfr Dick Evans, BAe’s chief 
executive, said the strike over 
working hours at three BAe 
plants i«4 cost, the company 
£28n- last year. This cost was 
offset against the £68m gains 
last year from the sale of cow- 
pany stakes hi DAf and IMtiL 
Details, Page 26 - ' • 

the company is one of toe TJK?4 

ulm mnTi r ^ f tiww 
would be further rationalisation 
of the grou p's UK manu facturing 
plants to Improve overall produc- 
tivity in aerospace and defence. 

Short term, BAe may subcon- 
tract some of Its Airbus work 
outside the UK as part cf a. pro- 
duction recovery programme fol- 
lowing the strike. The group Is 
again eyeing the U5 where con- 
siderable manufacturing capacity 
is available With a number of 
aerospace groups offering produce 


Beazer may float some US units 


By John Tligmhnnn London 

BEAZER, tibe UK housebuilding 
and construction group,- is . con- 
sidering floating' off parts of its 
US operations, tnrforting the Kop- 
pers business which it acquired 
- amid much controversy in 1988; 
The purpose of the move would 
' be to dixvedoWn debts of £lbn 
($L6bn). 

. Announ cing a LG pe r, cent 
increase in i n terim pre-tax profits 
yesterday, Mr Brian Beazer, 
chairman, said he wanted to 
reduce the company’s gearing 
levels - which are currently 
above 90 per emit. But he- had 
concluded that ft would not be ' 
«»nidWfl to do this by seHihg off 
individual businesses. - ■ 

Hie said Beazer might- therefore 
sell a minority stake in one- of its 
operations, such as Gifford Hill 
or BM&S (formerly Koppexs, the 
aggregates group). An alternative ' 
might be to obtain a separate list- 
ing for them. Both companies 
Were listed on the New York 


Stock Exchange before their 


Beazer’s move to buy Koppera 
for 2L8bn tax June 1988 was critic- 
ised at the time for the burden o£ 
debt it imposed. on the company. 
And despite it being a high prior- 
ity,- Beazer has subsequently 
found it difficult to reduce its 
gearing IeVel (the ratio of net 
debt to shareholders’ funds). 

At June 39 last year net debt 
stood at £L09bn mid was only 
reduced to £L03imbytbeend of 
1989. This resulted in a net inter- 
est payment of £47m- (£lC3m) 
which was covered less than two 
and a halftimes by tbe operating 
profits- of £108.7m (£54-5m) 
announced yesterday.- 
■Mr John - Matthews, deputy 
chairman, ctmceded .lt : would be 
dfi flcnlt foa; Beazgrto crfrita.debt 

of 

doing so with, lto advisers County 
NatWest and Shearsan Lehman. 


Mr Matthews said that allow- 
ing outside investors to take ' a 
stake in Its US activities would 
provide greater flexibility to xafce 
money to develop, their .busi- 
nesses. “This is something we 
would find difficult to (to by our- 
selves with Stbn’s of debt around 
our neck,* he said. 

• Ton -can get aninvestor or the 
market to . take a stake and which 
. route one goes down depends an 
what -interest there might be 
from a private -investor and how 
strong the market is.” Any such 
move w ouM probahly take p lace 

' Analysts speculated that Japa- 
nese companies-might be paxtlcu- 
larly interested in Beazeris US 
operations as many of them -were 
keen to break into tiie US aggro 
gates market- Beazer already<lfls 
several joint ventures with Japa- 
nese c om p ani es, such -as C-ifoh. 
Details, Bsge 2$ Lex, Page 16 


Connaught executives sacked 
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By Bernard Simon in Toronto 

THE FRENCH pharmaceutical 
; jgroup, Institut M&rieux, con- 
trolled by Rhd'ne Poulenc, has ' 
dismissed, the entire senior man- 
- agement, including the chief 
executive, of . Connaught BioSci-. 

: ences ‘ less, than three months 
after taking control of the Cana- 
1 itian vaccine maker. 

- Mtirieux bought' Connaught . 
: . after one of the' must ca n tr o ve r - 
? Biai takeover battles for a [ Cana- ' 

: riian <« n mp a «y and the ' dimptaiaitiB ' 
could result In another political 
* row. ■ 

Mr . Brian King, Connaught's 
chairman and chief executive, 
confirmed yesterday that he as ' 
well as the company’s chief 
fi n an c ial officer, secretary and 
treas urer, and .two other vice ' 
presidents were given notice at . 
the end of February. 

Mr King, who' was among the 
most ardent supporters af.Mfo- 
tome’s C2925m(USS7853m) bid for 
Connaught, declined. .to. give any 


reasons for his ritwi ri »wi. 

A former colleague- speculated 
yesterday that “Mtirieux wants, to 
have their own people in the 
company.” ■. 

The French group may have , 
been, influenced by Bfr King’s vig- ' 
orons opposition .to an earlier 
attempt to increase its sharefaold- 
ing in Connaught. 

Besides facing -a rival bid fimn 
gr Swiss-tTS consortium. Mfc-tan 
found, strong opposition among 
Canadian nationalists. . who 
feared foreign control- of Con-' 
naught wou ld weaken Canadian 
technology. * 

Connaught to one of Canada's 
few indigenous pharmaceutical 
companies, and-» credited with 

the discovery of insulfri. • 

In. return for -government 
approval, of the dead, Mtirleux 
agreed,' among other .things, to 
appoint five Canadians to the . 
board cf the combined; company 

fli^ri w HiriiMlly to _QfflBT Tip tO ^9 


per cent' of its shares to Canadi- 
ans. 

Depending on the roplacements 
for the dismissed officials, M£r- 
feux could find itself caught up in 
another pbHttcal row. 

. There were indications yester- 
. day that Mr King uj col- 
leagues want to alert Ottawa to 
the-eveaots-at Connaught, patticu- : 
lady . if an all-French manage- 
ment team ;te Installed. 

- bfr King , 57,- to a native Aus- 
tralian 'who has worked for Con- 
naught and its predecessor com-" 

pawing since 1978. 

He lobbied in favour of the 
Mtideux bid, arguing that Con- 
naughl needed a strong partner if 
it was to prosper 'as Canada's 
leading indigenous pharmaceuti- 
cal w m fpmty ‘ 

, ^.continue to believe that the 
tedxwtEoal Benefits of combining 
Connaught and- Merieux will: be 
vmy substantial,” Mr Hng said 
yesterday. . , 


don operations at attractive 
prices: BAe hopes the catch-up 
plan will help minimise losses 
caused by the strike this year. 
“The production recovery pro- 
gramme is the order of the ray,” 
Mr Evans ««iH vestezdav. 

The programme could also help 
BAe’s overall relationship with 
its other Aizbus partn ers, which 
have criticised the UK group’s 
handling of its labour dispute. 

■ Both Mr Evans' and Prof Smith 
acknowledged that the French 
partners had- claimed compensa- 
tion from BAe but said they felt 
these claims were not valid. 
"These threats are not particu- 
larly realistic,” said Prof Smith. 
"Airbus is a partnership and we 


partners awfl not take -legal, 
action against one another.” BAe 
could face penalties of up to 
2120m if the Airbus partners 
were to press their claims. 

BAe’s tyo top ofBciaft also 
reaffirmed yesterday the impor- 
tance of Airbus for the group’s 
future development. 

Mr Evas said Airbus would 
. Eanps’slte 

ok Mtfrm 

fi» yrarSB ea gSa g j gfio- 
pean aircraft programme, buoyed, 
by record orders, to stazt eontri- 
buting profits by Gie mid-1990s If 
not earlier. 

The- growth of Airbus Is expec- 
ted tp help BAe’s strategy to 
lessen ite dependence on draence. 

A aeries of diversifications and 
acquisitions in recent years has 
already tilted the balance in 
group sales in favour cf non-de- 
fence related activities. These 
accou n ted for 58 per cent of the : 
company’s £9bn turnover last 



Prof Smith; vnuBte US 


ywar T Wffewrfu eHp for fift 

- per emt of profits. 

WSfit Rover, Mk Evans said the 
XSL group was messing towards a 
s t ra te g ic alliance with Honda of 
fara T SMa 18 Europe, Prof 

Brafet Mi^iHiVn i w fej S0OK Offer 

ties between BAe and Daimler- 
Benz. 

Although Daimler-Benz 
announced last week it was dis- 
cussing brood co-operation with 
Mitsubishi of Japan, the Goman 
group to understood also to have 
renewed its interest in closer ties 
with BAe. 

But strategic alliances take a 

sS? Even BAe’s^merger. of its 
guided weapons business with 
those, of Thomson of France 


would only be consummated 
early next year. — • . 

BAe, h ows way ji e a rt p iateafr 
to t reat the laifaf it tent- 


and the m fa v (fat mm of ns 

mind. "These a&k p e itma a d^ e 
wfll be p roduct , mmet or Bua- 
nessled rather man the fgwclflc 
project coffaborative deals in 
which we -have beat involved 
over tim past 2S years or more,” 
Prof Smitii said. 

New alliances are likely to 
Span the company's, increasingly 
broad range' of activities from . 
aerospace and defence to cars, 
wnmmnn ifffft io wff, GOXKSfnUdJoZl 
and pTOpe rt y. “We have a nom- 
ber of kSetUL Wateh this space,” 
3Prof Smith, said. 


aerospace 
and defence 
divisions 

By Michael Sfcaptokw 

in London 

MR NICHOLAS Ridley, the 
Secretary <d State for Trade and 
Industry, yesterday gave 
Britain 1 * General Electric Com- 
pany (GEO perm issio n to take 
over v irtu ally aB the US defence 
and aerospace activities of Pfes- 
sey, the company it purchased 
jointly with Siemens or West 
G e mray last Sep tembe r. 

His decision strengthens the 
view that CSC and Siemens are 
afeinf for a dean carve-up of 
Hesaey, rather than the series of 
European joint ventures they 
spoke of when they launched 
their joint Md in 1988. 

GEC and Siemens have already 
fflfwinwJ allowing the British 
c o m pa w y to tnn ownership 
of fflsssey** semfrondnetar and 
eempiff ecttvines. 

Yesterday’s Department of 
Trade and Industry amtounce- 
ment allows GEC to acquire 189 
per cent of FLessey Electronic 
Systems Corporation, a US 
defence electronics contractor; 

- Flewey Dynamics Corporation, a 

- manufacturer of aerospace com- 
ponents; and H—ey Materials 
Corporation, which makes 
radar- a bsorbe nt materials. 

At the time of the Ud, tt was 
proposed that GEC should own 
73 per cent of Pleney Electronic 
S y s tems and SI per cent of the 
other two companies. Siemens 
own the rest of the shares. 
GEC and S i emen s are exp ected 
to annoonos how they, propose to 
(fivide nessey at the rod of this 
month. It has already been 
agreed that GSC will take over 
nesseyfa avionics and antisub- 
marine warfare activities and 
W i p Mi p a fri wAr and cammani- 
cBtions m w rat fama. 

•> The- two cnmpairfMi alio plan 
to sdl Hosfcyns Group, tim com- 
putm services coutesay in wbtob 
Ptoeeey has a 74 per cent stake, 
and Bfrkhym Plastics, Ptesaey’s 
f l— ifa li ^tH m i BunUings 
This would leave GPT, the 
feSeeamnumirattens group, as 
(he odystenificant joint vmitiiia 
kte —i a OWI mi ^m i uw The 
atfalnsl tetefatow was that GEC 
mated am tt-fljuP 1 uf GPT, 
wMk SO per 

S'll Mwcwftr r uKt 

CaBC might eventually afitnr Ste- 
mens to take JtaH control of OPT. 

Although Lord Weinstock. 
GEC’i managing director, and 
Mr Briheim Kaske, Siemens’ 
dikf executive, said last year 
that they intended to use their 
Md as a pla tf o rm for Joint ven- 
tures, Sir Jobs dark, Plessey’s 
c hairma n, alleged that the joint 
bid .was “no more or less than a 
simple, old-fashioned attempt to 
carve im one of the leading Brit- 
isfr electronics companies.” 





CapMAC, a financial guarantee insurance company anda 
subsidiary of Cftfcorp, is pleated fa annqlmce Ih&opemng of 
its first European representative office, located io-London. - 

Wfe use our tripte-A ctedft ra&ngs tram ^^Mbo^s, Standard 
A Poors, and Dug & Phelpslo provftteiiiicor KS t M and 
irravocablB guarantees of asset-backed secuiltfes In tbe 
United States— making ail- issues weinsure iripM rated. 

The managing directorof oik new offifce is Jackiesfiec ' 
The telephone number is^ (07) 58S-5846. ' 



CAPITHL HMjim 
ASSURANCE ' ' 

C Ofl P ORATION 

UMBNanr g-MFranw imfeigu SA fwepmsa^M! 




W-aWiwHW. H hi '■] L — 4 WA 1 ii : . 




18 




Tto announcement appears as a matter of record only: 


NEW ISSUE 


MARCH 1990 



KREDDETBANK INTERNATIONAL 
FINANCE N.V. 


¥3,000,000,000 

15 per cent. Guaranteed Nikkei Linked Notes 

due 1991 


mroncUtfonail? and irrevocably guaranteed by 

KREDIETBANK N.V. 

(Incorporated with Untiled tiabiiity in the Kingdom of Belgian) 

Issue Price 101.125 per cent 

New Japan Securities Europe Limited . Bankers Trust International Limited 


IBJ International Limited 
Mitsmlkust International Limited • 


Kredietbank NX 

SsangYong Investment 
and Securities Co, Ltd. 


NOTICE TO HOLDERS 
of 

THE TAIYO KOBE BANK. UMITEP 

U.S^ 120,000,000 1% per cent 
Convertible Bonds Dae 2002 

Change of Names and Addresses 

NOTICE IS HEREBY GIVEN to the holders of the Bonds (hat on the 1st April 1990, 
TheTaiyo Kobe Bank. Limited fThiyo Kobe**) and The Mitsui Bank. Limited ("Mitsui") will 
merge and thereafter shall be known as The Mitsui Taiyo Kobe Bank. Limited (“Mitsui 
Taiyo Kobe"), which win assume all the obligations oflhiyo Kobe under the above Bonds. 

The new name will not be stamped on the Bonds, nor wQl the Bonds be exchanged 
against new ones. 

The Bonds will continue to be listed on die Luxembourg Stock Exchange under the 
former name followed by the new name on and after the dale of the merger. 

Notice is also givenrthat with effect from 1st April 1990, the names and addresses of die 
relevant parties of the above Bonds will be changed as follows. 

Issuer 

The Mitsui Taiyo Kobe Bank, limited 
3-1. Kudan Minami 1-chome. 

Chiyoda-ku, Tokyo 100-91, Japan "i- 

Principal faying Agent, Conversion Agent and Replace me nt Agent 
The Mitsui Taiyo Kobe Bank, limited 
Ground and 1st Floor. 

6 Broadgate, 

London, EC2M 2RQ, United Kingdom 
Paying and Conversion Agents 

The Mitsui Taiyo Kobe Bank, Limited The Mitsui Taiyo Kobe Bank, Limited 

GalSte Building, Avenue Galilee 5, Ost-West-Strasse 59. 

BTE 1, 1030 Brussels, Belgium 2000 Hamburg tl. FJEL Germany 


The Mitsui Ihiyo Kobe Bank, Limited 
Level 24, One Pacific Place, 

88 Queensway. Central, 

Hong Kong 


The Mitsui Taiyo Kobe Bank, Limited 
16 Raffles Quay #01-04, 

Hong Lcong Budding, 
Singapore 0104, Republic of Singapore 


Mitsui Taiyo Kobe Bank (Luxembourg) S A. 

Central Parc 33, Boulevard du Prince Henri, 

L-1724 Luxembourg, Grand-Duche de Lu x e m bourg 
(formerly The Thiyo Kobe Bank (Luxembourg) SA.) 

The rest of the paying and conversion agents remain unchanged. 

Custodian's Agent in Japan 
The Mitsui Taiyo Kobe Bank, limited 
1-2, Yurakucho 1-chome, 

Chiyoda-ku, Tokyo 100, Japan 

The Taiyo Kobe Bank, Limited 

■ — Rrnufc 
IXXn KM Ofwul 

(As Principal Paying Agent) 


Dated: 15th March, 1990 
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Sharp fall in Olivetti net earnings 


By Haig Slmonlan In Milan 

net EARNINGS at Olivetti, the Italian 
co m p u t e rs and office equipment group, 
fell heavily last year, leading to warnings 
of a lower dividend despite higher sales. 

In a newspaper inter view, Mr Vittorio 
Cassoni, Olivetti's chief executive, said 
earnings' in 1989 had 'fallen by slightly 
less than the 45.7 per cent average dedtee 
posted hy the 18 leading US manufacture 
os of computer hardware. 

The news tri g gered a L80 fall in OB- 
vettl's share price to 14230 in Milan yes- ; 
terday, with a further drop to 14290 after 
hours. 


The plunge in profits, which reflects the 
severe problems faced by many co m p ute r 
manufacturers , comes despite a 7.3 per 
cost rise in QHveftfs group sides to more 
than L9,000hn (fTbn) last year from 
144071m in 1988. 

Mr Cassoni gave no precise figure fi nr 
profits in 1989, nor for the expected fall in 
the dividend. Net earnings in 1988 
amou nt ed to LSSdbn, while the c om pany 
paid a dividend of L340 a share. 

A decline fit profits at Olivetti, which 
earHer this month announced the transfer 
of Mr Luigi Hereurio, a senio r executive. 


from his post as head of its Olivetti 
Systems a«d Networks (OSS) subsidi a ry 
on account of unspecified “differing views 
on OSN strategies," had been widely 
expected. 

But “the market didn’t expect some- 
thing as had as fids,” said Mr David Rob- 
erts, an analyst on Italy at Barclays de 
Zoete Wed d in London. - 

Mr Roberts cut his profits forecast on 
fhp Tt»<ris of the news to between L220bn 
and L225bn for 1989. 

He also warned of a further likely drop 
in the group’s doze price. 


Italian group sees logic of consolidation 

Alan Cane on Olivetti’s strategy in the Face of growing competition 


C ontinued consolidation 
and restructuring in the 
European computer 
industry to inevitable as indige- 
nous companies face up to! 
intensifying co mp e t ition from 
the US and Japan, warned Mr 
Vittorio CassanL managing 

director of leading Italian man- 
ufacturer Olivetti, fids week. 

He was speaking a little over 
a month before Olivetti pub- 
lishes its results for 1989, a 
year which baa proved difficult 
for mwimitw maimfarhi r- 

ers in Europe and the US. 

Mr Cassoni said the merger 
of Siemens’ arid Nixdorfs com- 
puter interests was an early 
example of consolidation. It 
was being driven by three sep- 
arate pressures. 

• European manufacturers 
ware failing to take advantage 
of a buoyant home market and 
were growing toss rapidly than 
US ami Japanese co mp e ti t o rs. 

The US market was growing 
only slightly, if at aH. The top 
18 US companies had grown at 
a rate of only four per cent on 
average last year and much of 
that growth came from Europe. 
Mr Cassoni warned further. 
“The US market has repre- 
sented the main vehicle for 
growth for Japanese compa- 
nies. If that stops or slows 
down we have to expect more 
aggressive competition from 
Japan. 


“So European companies 
have to sharpen their weap- 
ons." 

• There was intense pressur e 
on ma ufrig- Gross p rofit mar-' ' 
gins projections bad needed.to 
be revised downwards from 
only a year ago, be said. Last 
year's problem was a compres- 
sion. of profit margins that 
could not be balanced quickly . 
either by revenua grqw£a at by- 
putting overheads. } - --;V. 

Olivetti, for example, lost 
2J300 jobs in 1989 and intends 
to lose 3JXM in 1990. Mr Cas- 
soad thought there would be 
further losses next year,, 
although on a smaller scale 
than in the two preceding 
years. 

• The arrival of the single 

European after 1992: 

“The 1992 process win defi- 
nitely dilute the advantages 
that derive to E u rope an com- 
panies from the privileged rela- 
tionship they hove with their 
domestic market.* 

Mr Cassoni said he bettered 
that the strate gy Olivetti put 
in place last year in vo l ving the 
reorganisation of the company 
into four divisions - Olivetti 
Office, Olivetti Systems and 
Networks, Olivetti Information' 
Services and OHvetti TechnQlQ- 
gj— — was ensuring that the 
company was now growing fas- 
ter Qian the market worldwide. 

He would not comment far- 


ther on the reasons for the res- 
ignation last week as bead of 
Olivetti Systems rmA Networks 
of Mr Luigi Mercado, beyond 
saying there bad been dis- 
agreements on detailed points 
of strategy: “ft was not. a dis- 
agreement at tbe macro strate- 
gic level, but on specific 



Vittorio Cassoni: European 
groups mnst sharpen weapons 

Mr Mer curio was -staying 
with Olivetti and there was no 
personal animosity. Mr Cas- 
soni has now added Systems 
and Networks to his respanal- 
MHtiwi as Olivetti wianag lw g 
director. 

Mr Cassoni said that intensi- 
fying competitive pressure 


from tbe US and Japan pres- 
ented European companies 
with a dilemma. They were 
it on Japan for the 
involved in laser 
printing and facsimile trans- 
mission, and on tbe US for 
baric compu te r hardware such 
as microprocessor chips and 
software such as computer 
op erating systems. “The only 
thing we Europeans can do is 
to ensure privileged access to 
those technologies through 
s t rat e gic relationships with the 
companies that control them.” 

He pointed out that, as well 
as Joint projects with the chip 
manufacturer Intel and micro- 
computer software bouse 
Microsoft, Olivetti had a joint 
venture with the Japanese 
company Canon for photocopi- 
ers and laser printers, Sanyo 
for facsimile machines and YE 
Data for lap-top computers. 

Production of Olivetti’s new 
super microcomputer, based on 
die fastest available chip from 
fofari , had been constrained by 
problems with the chip: “I wish 
we could sfafo as much of the 
protect as we are selling,” Mr 
said wryly. 

He reiterated that Olivetti 
Intended to become the leading 
company in Europe in comput- 
ing services, a $30bn market 
growing at 25 per cent a year 
In which no company has more 
than a five per cent share. 


BCE eyes 

Kinbura 

group 

By Robert Glbbena 
in Montreal 

MR Roderick Bryden, the 
Canadian lawyer-entrepre- 
neur, Is negotiating to aell con- 
trol of a group with annual 
sales of C91.7bn <US$l.4bn) 
and 8400 employees to BG& 
Canada’s largest conglomer- 
ate, because his personal hold- 
ing company is In default on 
more than CfSOOan of loans. 

Mr Bryden said talks with 
BCE and a banking group, led 
by the R oyal Ba nk of Canada, 
on restructuring his Ktobura 
group had not worked out 

Mr Bryden, a former senior 
federal bureaucrat, has spent 
the past decade building up 
the Kfabani g ro up with BCE’s 
support. 

in« hnMhiy company. Kin- 
born Carp, controls SHL 
Systemhouse, a systems inte- 
grator and co m p ut er retailer 
that which owns Computer- 
Group, Paperboard Zndukries, 
Accugraph and many other 
fpnafier companies. 

Systemhouse is publicly 
traded and has sales of more 
than C9600m annually and la 
profitable, while Paperboard 
has annual sales of around 
C$700m. 

Kinbum pledged its interest 
to all these companies as col- 
lateral for CfSlftn In loans, 
including C9415m from BCE 
and the rest mainly from the 
banking syndicate. Techni- 
cally the bank loan? stand 
ahead of file BCE loans, but all 

mmp ripe nmt month. 

BCE confirmed that fa»lh» 
were under way with Ktolmni 
and the banks. It already 
holds an option to buy 49 per 
rent of Ktabunu 


Toys 6 R’ Us posts record year 


By Karan Zagor In Now York 

TOYS *R’ US, the hig US chain 
of toy stores, yesterday 
announced another record 
year, to spite of essentially fiat 
earnings, in the second and 
third quarters. 

The Paramos, New Jersey, 
company, which has expanded 
strongly to the US and Euxbpe 
in -the last decade, said its lat- 
est fourth-quarter earnings 
rose to $24L8m or $L23 a share 
from $l96.6m or gL ashare a 

year earlier. „ 

; Sales in the 1989 quarter 
grew, to $2JS3bn from *L89bn 
the previous year. 

For the whole of 1989 the 


company had net earnings of 
yen im or }L64 a share against 
$268Jkn or 8L38 in 1S8& Sales 
in the year grew to $4.79bn 
from Sun. 

The results for the latest 
quarter were helped by strong 
'Christm 


itiaimM iailpft Sales to the 
.eight-week Christmas season, 

■ from October SO' to December 
24, rose 22. 7 per cent to g2Jfffan 
from gL65bn a year earlier. 
w"The company, whidc Utahns 
-Tto.ba the largest specialty toy 
-retail chain, in. the world, mrfd 
it will open between 45 and 50 
toy stores in the tJS and 
another 25 internationally in 


1990, in addition to more than 
25 new Kids *R* Us clothing 
stores. The company operates 
404 toy stores to the US, 74 
overseas and 152 children’s 

elnthftig shops. 

hi a letter to shareholders, 
Mir Charhw Lazarus, chairman 
and chief executive, said: T)ur- 
tog a year of retailing uncer- 
tainty filled with promotional 
gimmickr y, our stores through- 
out the US 'experienced out- 
. standing Christmas business 
by staying with our concept - 
the best selection of merchan- 
dise, stocked in-depth, at every- 
. day low prices.” 


President of 
Burger King 
operations 
in US quits 

By Roderick Oram 
In New York 

MR RON PETTY has r esigne d 
as president and c hie f operat- 
ing officer of Burger Sing's US 
operations, 14 months after the 
fast-food chain was taken over 
by Grand Metropolitan of the 
UK as part of its acquisition, of 
FOlsbury, the US foods group. 

Mr Barry Gibbons, the 
GrandMet executive insta lled 
as Burger King’s .cliali man and 
chief executive officer wit h the 
task of turning round tbe trou- 
bled com pa ny, said in a state- 
ment that he and Mr Petty 
decided after the takeover that 
“we would get right down to 
the urgent tasks at hand and 
take a year or so to decide 
whether we wanted to work 
together long term. We have 
had that review and decided to 


Mr Petty, a Te xan with a 
long career in Burger King’s 
operations, was the most 
senior executive Mr Gibbons 
Kart retained from the previous 

manBgwripnt. 

Several leading franchisees 
said yesterday that they felt 
there was a culture clash 
between Mr Petty and tbe now 
UK e x ec utiv es. 

That was “never an issue 
with me and I don’t think it 
was with Ron,” Mr Gibbous 
pqjrt in an interview. Td never 
have imagined a Lancastrian 
and Texan could be so similar 
on ideology.” ___ . 

The extensive revamping of 
Burger King’s marketing, prod- 
ucts an d opera tions which Mr 
Petty bad helped devise and 
impi«»mp^t over the past year 
had begun paying off in this 
quarter, Mr Gibbons said. 

“It’s fair to say that most of 
the programmes didn’t get 
going until November or 
December,” but since then Bur- 
ger Ving has been having its 
best quarter in three years 
with “significant organic 
growth.” 

Mr Dick Fore, head of the 
newly reconstituted franchi- 
sees association, said his 50 or 
so restaurants had been enjoy- 
ing revenue growth in the Tow 
double digit” range in recent 
months. He believed bis experi- 
ence was typical of company- 
wide trends. 

Industry figures show that 
Burger King's US market share 
slipped again last year. 

Mir Gibbons said that the 
company had stemmed the ero- 
slon lest year and had been 
“gaining share band over fist” 
so far this year. He declined to 
rive any rt«rb»nn- 

An advertising campaign 
launched in September drew 
sharp criticism from some 
advertising executives and 
franchisees. 


AT&T in alliance with Tandem 

By Louis* Kohoo in San Francisco 


AT&T, the US communications 
group, has formed a strategic 
alliance with Tandon Cmnput- 
era, the leading manufacturer 
of faiifttotorant computers. 

Tbe companies will jointly 
develop and market networked 
computer systems based on 
Tandem's re ce ntl y introduced 
Unix computers and AT&T’s- 
networking technology. 

Tbe initial focus of the joint 
marketing effort will be the 
telecommunications industry 
and US gw™ «mwit markets. 

The partners atm to increase 
. ^ availability anrt mycpfohf l- 
’ tty of Unix-based fault-tolerant 
computers, and will jointly ' 
develop new systems and soft- 
ware, the companies said. Tan- 
dem and AT&T have targeted 
the market for networks of 
systems within corn- 
far “mission-critical” 
tions in industries that 
rely on hlgtoperformance data 
processing. 

Fault-tolerant computers are 
also widely used in banking 


and airline reservation systems 
that involve large numbers of 
an-hne transactions. 

The market for this “type of 
computer is valued at $8bn and 
growing rapidly, according to 
market analysts. "Mainframe 
and minicomputers are under 
assault,” declared Mr Richard 
McGinn, president of AT&T 
Computer Systems. “Custom- 
res are looking for non-tradi- 
tionai solutions, based on open 
systems rat her than propri- 
etary systems.” 

The AT&T/Tandem Comput- 
ers al lia n ce represents a com- 
petitive challenge to IBM and 
Its fanlt-tolerant computer 
partner Stratus Computer. 

For AT&T, the partnership is 
another agreement that aug- 
ments Its computer product 
line. AT&T has a joint market- 
ing arrangement with Pyramid 
Technology, a manufacturer of 
mtol- eupeic omputer s, wnri has 
linked with Intel to co-develop 
and manufacture a line , of per- 
sonal computers. .. 


Notice of Annual General Meeting of Shareholders 
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Jufius Baer U.S. Dollar Fond United 


NOTICE IS HEREBY GIVEN of (be Annul 
GeacnU Meedflg to He hdd MluHa Baer Bank 
nod That Convenor Lid, BnHwfieM Homo, 
Gtaod Oey ni M i i. C a yman Mendyoa (he 6ih day 
at AnH 1990 at il a. m. far the fooowias 
purparts; 

1 Tb leedvaanil ooraMter and. If thought Gt, 
adopt che wwaM pt a n M by (be fXrectma 
for Ihc yrjw mWcd 3t* Dccwnba; 1989 sad iho 
reports of (he Doccton end Audlion- 

2 Tbir-rAxli Director. 


4 Tb 


order qf tkt Beard UqtMa cs Me Bate 
US. Batter find LhoM. BfXBoxJm Gnmd 
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certificate or iitiditeffor cridcace of Ha hold- 
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pedt&tt the certtGcate with one of tbe Apad 
fined beknraptaai written receipt, ntakb mod 
bo produced at the Meeting. 

Goptm of dm Anmml Report 
Audited Account! are available for tmproioa 
and may be obtained at (he icsiataied office of 
the ComiHtu and fronube Agetm Qnod bokm 
Timm an no acraiee co nb aai in 
between tbe Company and any of its Diretaocs 
and none etc proposed. 

Partidpmmc rftarci ara fated on (be London 
Stock EiscbangB and panktUots of dm Com- 
pBro> aro amthble in tbe Bald SrabScal So- 


lStb Match, (*» 

SeCKtmy a&d Rtddnr 
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Notice of Annual General Meeting of Shareholders 

JBpB 

DOLLAR-BAER 

Jufius Baer U.S. Dollar Bond Fund Ltd. 


(A* 


UndwCn 


NOTICE IS HEREBY GIVEN of the 
Annual General Meeting to be hdd at 
JuBus Beer Bank anti That Company 
UcL, Btittcxfidti House, Gmnd Cayman, 
Cayman tafanda, on tbe 6th day oT 
A pt*. 1990 at JO a. m. Gar tbe GaUowinj 
purposes: 

L "R> mcedra and consider nod, if 
thought fit, adopt tho accomns proaented 
by tbe Obccton fbr the year ended 31st 
ftecn m hci; 1989 and ifaa reports of the 
Dinettes and Andtaw. 

i Ibrt-deaaDbcctoc 

3l lb atify theadSomrodoa. 

4 Tb appoint An dtoei and amhodn 
the Dsedon to fix the Atx&torS* 

H mnw»..ilnw 

&y order of the 
BoerU.S. 

1 100, GrandCr 



presentation. aL the McetinaoC the. beater 


certificate or sat h & e t oiy ovidenw of the 
bokfing. Such evidenee mer be obtakiod 
by d e poai ti ng the cecttOcato wBb one of 
the Agents lifted below sg aiws wtioen 
receipt, which most be pmdnced at the 
Meeting. Any jemrnment cf prosy 

should be deUvsred to an Agent not less 
than two business days prior to Ibodaie 
of tta Meeting. 

Copies of tbe Annual Report fadmfing 
Audited Accounts ore avafabto for 
inspection and may be obesined at foe 
waia te red oEQee of foe C omp a ny and 
fina tfie Agenfs Ssteti befoK 

l5tb Manb, 1990 

Secretary nndRjexbmn 

JoUas Baer Bank andT^nst Company UdL 

Btrtmfldd Haase, BO.BnxUOt_ 

Gra nd Cajun, Cains I tiis n d r 
Agents: 

Bank JnBns Bier A Co. Ltd. 
Bahnfcofdraw 36, ROl Bra, 8MB Zurich 
Snitariand 

SedStt Bra c iir e Jhfai Saar SA Genfero 
2,boaI«mtitiaTUftm 
ea Bns 2Z1, 12U Geaem Q 
SwUhsU 
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Notice of Annual Ggienfi Electing of Shareholders 

JBpB ^ 

D-MARK-BAER 

JuRus Barar IHVIaifc Bond Fund Ltd. 


NOTICE K HEREBY GIVEN er tfie ' 
Annual Genocai Meeting lo .botekl K i 
Juba Baer Hm* ■««»* 'lhm <* i»m«y - 
LuL, B u ner fl eid House, Ocand Cayman. 
Caym an fcfawfc, on tbe 6th day of tr* 3 . 
1990 at Mh30 a. m. for the tbHowing 
papottes: 

L % receive and consider pod, IT 

thoepfat fit, adopt foe aGeonnta pnaeoted 
-by the Dindra for (he year ended 3tet 
December 1989 and tbe reparta rtf’ foe 
Dmxton and AuAcns. 

Z Tb m-elact*DiMKttfc 
3. 7J> nUHy ihc acts of Dirodots. 

4 Tb appoint Aodhos and Mtnmrt^e 
fob Dfanctta to fix tbe Anditorf 
ismmBiaUoo. 

4* order of the Board DoQarSsan After 
BmarU.S.Oettar Boad Bud LuLEABox 
IJ0H Growl Ooraan Cayman IsUmds. 

A sbareboUor entitled to sanndpnd vote . 
bafotied to appoint one nr mom proxies 
to attend sod vote hnuad of hfa«- A 
. prosy Dead not ateo be a starehotdpc 
Bcetebe of these cjgbb in respect of 
bearer abates wfll be nwognh wd otfo> on 
ta w an na i o a at tfa M owing of ttetwerer ■ 


c d tHhale or icafifontiay evidence of foe 
hok&ng. Such evidenee may be abated 
by dcpoabbia the certificate with one of 
tbs Agents Band below agates written 
receipt, wUch must be produced at the 
Meeting. Any Ins tr tnMMd c t p taxy 
fooifld be defivered to an Agent not less 
Chan two brah ma days prior to the date 
of the Meeting. 

Copies of the -Ananat Report tedhnting 
Auflted Aocowns are avdable for 
irapeetioa and may be ohtatawd at the 
rewriored ofike qf foe Company ami 
firm foe Agents fisted bekm 

ISfo Merdi, 1990 


andThet Company Ltd. 
~0. Box UBS 



nr ACa-LbL 

3^ BO. Bee, XW Zurich 


SocHffi Banodm Uns 
2;benlenBd3a1Uforo 
BO.BMT 221, 1211 GcmmU 
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notice of early Redemption 

Eni International Bank Limited 
ECU 135,000,000 

Guaranteed Floating Rate Notes due 1992 

Unco nditi o nal ly and irrevocably guaranteed by 

EnteNaztouale Idrocarburi 

Notice is hereby given to tbe holders of the Notes 
that in accordance with Condition 7C of the 
Notes, tbe Issuer wiD redeem all the Notes on 
24th April, 1990, (the “redemption date"). 
Payment of tbe principal amount, together with 
accrued interest to tbe redemption date will be 
made on or after 24th April, 1990 at the specified 
office of any of the Paying Agents listed below, 
upon presentation and surrender of the Notes, 
together with all unmatured coupons. Interest will 
cease to accrue on the Notes on the redemption 
date. Notes & Coupons will become void unless 
presented for payment within a period of 10 years 
. dhd five years respectively from the redemption 
date. 

PRINCIPAL PAYING AGENT 
Morgan Guaranty Trust Company of New York 
14 Place Venddme 
75001 Paris 

PAYING AGENTS 

Morgan Guaranty Trust Company of New York 
Avenue des Arts 35 
'B-1010 Brussels 

Kredietbank S.A. Luxembourgeoise 
43 Boulevard Royal 
*• 2955 Luxembourg 
Morgan Guaranty GmbH 
Mainzer Landstrasse 46 
0-6000 Frankfurt am Main 
Swiss Bank Corporation 
Aeschenvorstadt 1 - 
Basle 

'Agent Morgan Guaranty Trust Company, London 

J PMOrgan IW.- ISth March. 1990 


- CITY OF VIENNA 

US$70,000,000 
. FkratbagBjrte Secured * 

- KotWENw 1992 • • 

For the 3 months period 12tH 
March, 1990 to 12th June, 
1990 the Nates bear the 
interesf. rot® at 8^% per 
annum. US$21 7.22 wil be 
payable from 12th June, 1990 
per US$1 0,000 prindpai 
amount of Notes. 

V.UiMkfa' tetenwtiond 
..ftoropfj UnBadUAgent Bode 
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up as 


By Davhl Owen in London 

PRODUCTIVITY improve* 
moots coupled with contribu- 
tions from newly-acquired 
businesses poshed BTR, the 
UK-based. Industrial conglom- 
erate, comfortably over the' 
£lbn (£L6bn) threshold for 
pre-tax profits yesterday, in 
spite of rising finance costs. 

Mr John Cahm, chief execu- 
tive, said that 1990 coold be the 
year in which the company 
found a vehicle through which 
to float its extensive US inter- 
ests, although it had not 
located the right one yet 

Mr Cahfll said he would pre- 
fer to achieve this via a 
friendly partial tender, fol- 
lowed bythe sale of some busi- 
* nesses in return for shares. 
"Our objective would be to fin- 
ish up with a similar structure 
to the one we have in Aostra- 

Statoil replaces 
two executives 
from ‘old guard* 

By Karen Fossil in Oslo 

STATOIL, Norway's state oil 
company, yesterday awwnnffari 
the exit of the last two execu- 
tives considered part of the 
“old guard 1 * under Mr Arve 
Joh risen, the company's former 
autocratic president. 

Statoil has undergone a 
whirlwind transformation in i 
the last two years fallowing a 
NKr6.4bn ($965.3m) budget 
overshoot on the Mongstad ter- 
minal and refinery expansion 
project Since Mr Harald Nor- 
vik, S tat oil’s president, took 
the hrfm in May 1988 he has 
replaced top ex ec uti ves in each 
of the company's divisions. 

Mr Martin Bekfreheten, preai- 
dent of exploration and produo- 
tion who has seen a 15-year 
career with foe company, Is to 
be replaced by Mr Stig Berg- 
seth, 40, who has held several 
former executive positions 
with the company. 

Mr Bekkeheten asked to 
be relieved of his duties for a 
period of one year after which 
he Is to return to what is 
described as a "central posi- 
tion” in the company. Statoil 
would not be drawn an details. 

Mr Jakob BMe, vice presi- 
dent of exploration and produc- 
tion, should have been in line 
to succeed Mr Bekkebeien, but 
instead has been shifted side- 
ways to an as yet unnamed 
position within another divl- 
sion-of the company. - 


top £lbn 


Ua. One of the ; pluses. of -a 
downturn is that, companies 
wfll become available at .good 
prices. 1 * . • !’ ?• 

Pre-tax prafi&j.were ahead 32 ; 
per cent at £lASbn compared 
with £820m in 1938. T u rnover 
climbed 28 per cent to £7Mba 
from £5A7biLThe shares fall 8p 
to4l4p,re£lectiiig profjfc taMng '. 
and the results beingmargin-' 
ally below analysts* expecta- 
tions. - 

Earnings per share rose 28 
per cent to S&lp, compared 
with 28.7p in J988. A final tfivi- ' 
dend of 8J3p was ra yTTTmrarwtarf, 
making a total off ISp, up 25 per 
cent . ■'; . ■ 

Return- 'on. sales, measured' 
by profits before interest end- 
tax; improved to 17.6 per cent 
from 16.7 par cent This auk 
stripped- foe levels achieved 


prior to the acquisition of foe 
Thomas Tilling Group, with its 
- complement of low-margin 
badnesses, in 1988. The group 
-said .that its return-on-sales 
hurdle is pitched at 20 per cent. 

: The three principal bad- 
nesses acquired were SeUegaL 
Oofporatkm, a US-based maker 
' of environmental seal systems, 
Feltrax International, an 
Antipodean manufacturing - 
company, and the measure- 
ment and flow control activi- 
tiesaf Rockwell International 
These were responsible for 
7? per cent al sales growth and- 
.43 per cent of the improvement 
Jn: profit before interest and 
tax: “In 1990,- there is a lot to 
come from acquisitions in 
terms of margin improve- 
ment,” BaidMr Cahill. BTR is 
looking far *boIt-on” acquisi- 


tions for its Hansen transmis- 


- Finance costs were up 69 per- 
cent to £159m, reflecting a near 
tripHngof net debt from year- 
earlier levels to ti nhn This 
left gearing at a “comfortable'* 
46 per cent Capital spending, 
financed from internal cash- 
flow, was ahead sharply at 
£437hL According to Mr Chris- 1 
Bun, director, 

this level is likely to be main- 
tained in foe year ahead. 

Europe accounted for £459m 
of trading profits, compared 
wtthfiflllm the previous year.. 

Mr Cahfn miiH that he 
not spoken to Kohlbexg Kravis 
Roberts, foe leveraged buy-out 
specialist which was cleared 
last year to acquire up to 15 
.per cent of BTR, for four-five 
months. 


Novo Nordisk above forecast 


By Hilary Barnes In Copenhagen. 


NOVO NORDISK. the Danish 
pharmaceuticals and enzymes 
group, yesterday announced a 
10 pear cent rise In pre-tax prof- 
its, slightly better than fore-! 
cast, from a pro forma 
DKr953m (3145m) In 1988 to 
.DKrLOSJbn in 1989 - the ! first 
year since Novo emd Nbrdttk 
Gentofte merged. 

Sales rose 16 per cent to 
DKx7J83bn. Mr Mad« OyBsen,. 
joint chief ex ec u ti v e with Mr 
Henry Brennmn, said: :“We. 
have jwan thr ough 'an incredi- 
ble reorganisation, the merger 
itself, a divisionalisation and 
decentralisation of group staff 
ftmctions, but even so earnings 
are up to expectations and bet- 
ter ™«n if you add foe pre- 
merger budgets of foe two 
fii-mg together." 

The markets were not so 


happy, , trading foe B share 
price down DKr3 in Copen- 
hagen to DKr326. ; 

' Tbs cloud on foie horizon is a 
(r iper cad appridatlon of the 
Danish krbne against foe cur- 7 
rencies in vpUch Novo invoices' 
in tbeflrst two mouths of the 
year.' If tils' situation persists 
throughout foe year “it will be 
HHfimw to. achieve an increase * 
in pro-tax earnings in 1990,“ 
foe ooarii said. 

. Earnings after tax were up 
by 6 'per cent last year -fo 
DKr746m and earnings , per 
share increased from DKX22L24 
to DKz23£& A 20 per cent dtvt 
dend was p roposed. ’■ 

Sales by foe health care 
group increased by 19 per cent 
to DKi4.12bn, with Insulin 
sales up % 15 per cent World- 
wide market shares far insulin 


Oerlikon books losses 


By John Wicks in Zurich 

OERUKON-BUEHRUS Holding 
(OBH), foe Zurich-based indus- 
trial and services group, last 
year book ed op er a tin glosses of- 
some 8Fr42m (USJ27.6m), fot 
lowing a 12 per cent growth. in 
consolidated turnover from 
SFr4J8m to SFM.75bn. 

Last month' the company 
had forecast that losses “would 
not decline to the extant expec- 
ted.” In Octob er M r Michael 
Funk, chtef executive, had esti- 


mated the 1969 operating defi- 
cit at between SFr50m and 
SFrlDOm. ■■ 

. The cost of a laxgebcale cor- 
porate restructuring - pro- 
gramme is seen as exceeding, 
previous forecasts axid reach- 
ing some SFrS75m, due to' 
"addition al measur ea necessi- 
tated by inte rvening political 
developments.” 

This total indudes devalua- 
tions ofstock andplanL .. 


appear to hove been main- 1 
tamed, according to prelimi- j 
nary information, the manage- ; 
mgwt said. . j 

Saiwi 1 by -the bioindustrial 1 
group, which includes indus- 
trial enzymes. Increased by 19 
Per cent to DEr2JL6bn. There 
were no staff cute as a result of 
the merger, vrith an staff being 
redeployed if redundant in 
their previous operation. 

• East Asiatic, the interna- 
tional trading and shipping 
group, increased profits after 
net financial items from 
DKrfesm to DKr743m and pre- 
tax earnings from DKr?40m to 
DKx941m after substantial 
extraordinary Income. An 
unchanged' 10 per cent divi- 
dend was-jffQposed. Salas were 
virtually unchanged at 
DKrl7.73bn. 


Alfa Laval to lift 
dividend by 35% . 

By John Burton 

ALFAIeval, the Swedish dairy 
equipment and process engi- 
neering group, reported a 34 
per cent increase in profits 
after financial items to 
SKCL4bn ($226m) in 1999. 

The board proposed a divi- 
dend hike of 35 per cent to 
SKr&25 per share from SKi&90l 
it predicted a 15 per cent rise 
in sales and earnings in 1990. 

Invoiced sales rose by 23 per 
cent to SKrl5Jhn in 1989. 


Ugine plans 
takeover 
of Jones 
& Laughlin 

By Our Industrial Staff 

UGINE, a unit of 
Usinor-Sacflor, the French 
state-controlled steel producer. 
Is planning to buy all the out- 
standing shares of Jones & 
TAughlln, the number two US 
stainless steel maker. 

Uslnor said that J & L’s 
board had reviewed the pro- 
posed takeover and would 
presort it to shareholders for 
appro val. The deal, the price 
of which was not disclosed, is 
also subject to approval by 
Ugtnu’s board of directors and 
US antitrust offirfaia- 

The deal would be one of foe 
most striking examples in the 
series of takeovers and alli- 
ances which Is reshaping part 
of tile ownership structure of 

tite steel industry . 

It also appears to be the big- 
gest direct investment by a 
E u ro pean gtenfmaVw i- in the US 
industry. Until now, Japanese 
steal companies have been the 
biggest investors. 

J & L, formerly the stainless 
steel division of LTV, was 
bought by a group of execu- 
tives and other Investors in 
1988. 

It recorded revenue of 
USfSSOm in the year ended 
September 30, largely from foe 
production of three steel 
plants in Pennsylvania, Ohio 
ana Michigan, tfaiw amounted 
to 27M00 tons of stainless 

steel plate, representing 22 per 

cent of the TO market, Usmor 
said. 

UShmr said Ugine produced 
440,000 tonnes of stainless 
steel plate last year, selling 
only speciality products in the 
US that represent about 2 per 
cant of-fos TO stainless mar- 
ket Uslnor said a deal would 

help its unit make new inroads 
Into the U& 

The move follows an aggres- 
sive investment plan by Uah&or 
that totalled around FFr4bn 
($2.3bn) last year, up from 
FFr3JHm In 1988. This would 
be the steel group's first sig- 
nificant expansion In the US — • 
foe second largest national 
steel market 

In 1988, the latest year for 
which results were available, 
Usinor-Sadlor M consoli- 
dated net profit of FFHASbn, 
following a string of losses 
totalling FFr42bn between 
1984 and 1987. 


FN rejects co-operation 
with Swedish pulp group 


By John Burton in Stockholm and Andrew Fisher in Frankfurt 


THE supervisory board of 
Feldmfihle Nobel (FN) made 
dear yesterday it had no inten- 
tion of cooperating with SCA, 
the Swedish pulp and paper 
company which last week pur- 
chased a 5 per cent stake in the 
West German engineering and 
forest products group. 

SCA has said u wants to talk 
with Veba, the conglomerate 
which controls FN, about pos- 
sible co-operation with FN, 
especially In graphic paper. 
But FN said it saw no advan- 
tage in co-operating with 
another uaner concern. 

Earlier Mr Sverfcer Martin- 
Lot SCA president, said discus- 
sions were continuing on 
closer cooperation with FN*s 
Feldmfihle unit, one of 
Europe’s biggest paper makers. 
Hie did not rule out the possi- 
bility that SCA might make a 
Hd for majority control of the 
paper subsidiary. 

The moves came as SCA, 
Sweden's second largest forest 
products group, reported a 4 
per cent rise In profits after 
fi nancial items to SKr2.7bn 
(3435.4m) in 1989, but predicted 
that ftftwiirip i ratlin fall by 10 

per emit this year. 

A dividend Increase of 20 per 
cent to SKHL90 from SKr2.42 
was proposed. 


Feldmfihle Nobel plans to 
raise DM325m (8191m) 
through a one-for-seven 
rights issue to help finance 
its investment programme. 

Veba, foe energy group 
which owns just over 50 per 
cent of FN, said it would 
take up its rights. The issue 
will take place next month. 

FN’a shares closed at 
DM565 yesterday, down DM5 
from the previous day. 

Sales climbed by 19 per cent 
to SKriMAbn In 1989. 

SCA is the second Swedish 
forestry company in two days 
to predict a fall in profits for 
1990, following Store, Europe's 
biggest pulp and paper group. 

Although SCA’s sales of for- 
est and paper products 
Increased by 27 per cent to 
SKrllAbn in 1989, operating 
profit fell by 2 per cent to 
SKrl.72bn. 

SCA blamed this on high 
production costs in Sweden 
»««i surplus capacity for news- 
print and Unerboard. Price 
rises to compensate for higher 
costs in Sweden were limited 
to market pulp and lumber 
products. 

SCA expects that profits 
from newsprint and linerboard 


Arbitration over Enimont 
sough* by Montedison 


By John Wyles in Rome 

MONTEDISON yesterday 
sought arbitration in its battle 
with Eni, foe Italian state 
energy group, over the future 
strategy and control of their 
chemicals joint venture, Eni- 
mont 

The move followed an angry 
meeting of the Rnimnnt board 
on Tuesday when Eni pres- 
ented a detailed rejection of 
Montedison’s proposals for bas- 
ing Enimonfs future an foe 
production of specialised diem-' 
icals. 

At the «wt»» time, the state 
company countered Montedi- 
son's proposal for a LlO^SObn 
($8.09bn) capital increase with 
a mfflMHnn that the capital, 
base should be strengthened by 
L4,000tm. 

The arbitration procedure 


could take nearly four months 
to produce a verdict, and its 
use does not, in any case, 
imply a search for a compro- 
mise solution. 

Montedison was reluctant 
to clarify its purpose yester- 
day. 

It appears that Mr Raul (Sor- 
dini, the company’s president, 
is seeking a declaration that 
recent moves by Eni are In 
breach of Enimonfs founding 
agreements signed in Decem- 
ber 1988. 

Montedison complained of “a 
long series of non-compliance 
«wd of violations of the agree- 
ments” which had been com- 
mitted “in a climate of general J 
and artificial conflict contrast- 1 
ing with the spirit of tbe agree- 
ments.” 


will continue to decline in 1990 
as demand weakens in Sweden, 
the UK and North America. 
Rising production costs in Swe- 
den will also force SCA to 
accept lower profit margins for 
exported products, including 

pulp. 

Molnlycke, SCA’s hygiene 
products group, saw its operat- 
ing profits remain virtually 
unchanged at SKr703m since 
costs for pulp raw material, 
used In such products as nap- 
pies, rose by 20 per cent or 
SKr250m. Sales for this divi- 
sion, SCA’s biggest, climbed by 
4 per cent to SKrl05bn. 

Sales of tbe SCA packaging 
group rose by 78 per cent to 
SKr3bn, while operating profit 
increased by 58 per cent to 

SKi226m primarily due to com- 
panies acquired during the 
year. 

SCA forecasts that earnings 
for both Molnlycke and foe 
packaging group would 
improve this year. 

Climbing production costs, 
high interest rates and foe 
one-time effects of capital 
investments will cause the 
drop in earnings this year, 
although the decrease could be 
less than 10 per emit If pulp 
prices fall. SCA is a net buyer 
of pulp. 

Kymmene and 
Stora seek 
French group 

By Enrique Toaster! 
in Helsinki 

KYMMENE, one of Finlan d's 
largest forest groups, has 
joined talfca with Stora of Swe- 
den to acquire ownership of 
Chapelle Darblay, the large 
French newsprint group. 

According to Chapelle Dar- 
blay officials the company Is 
presently negotiating with “a 
number of paper companies.” 

Unconfirmed reports say 
that Mr Francois Plnauit, the 
present owner of Chapelle Dar- 
blay, would be willing to sell 
the whole company for around 
FMTOOm (8120.7m). 

Mr Gay Ehrnrooth, president 
of the board of Kymmene, con- 
firmed yesterday t h»t acquisi- 
tion talks were going on with 
ChapaDe Darblay. 
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Crown Plan 


HSA Healthcare Crown Plan can cost as little 
as 60p a week. Its an affordable benefit that 


you can offer to all levels of staff 


HEALTHCARE 


CASH 
BENEFITS 
FOR YOUR 
STAFF AND 


FAMILIES 


It entitles your staff and their families to CASH 
benefits and the plan covers a wide range of 
medical expenses, including: 

Optical Benefit 

A CASH payment towards optical bills when a 
prescribed pair of glasses or permanent contact 
lenses are supplied. 

Dental Benefit 

This payment means you can now afford to visit 
your dentist more often and therefore benefit 
from regular check-ups and preventative 
treatment 


Hospital Benefit 

This generous CASH benefit compensates for the 
inevitable loss of earnings, overtime, 
commission and bonuses, whilst you are unable 


to work. 


BENEFITS 

F0RY0U 


Healthcare is priceless, not only for your staff but 
for your company as well. A healthy motivated 
workforce makes a happier more efficient team. 
HSA have over 65 years experience and 4000 
corporate clients. Contact us today and give your 
company a healthier future 


I would like to hear more about the benefits of 
the HSA Healthcare Crown Plan. 


NAME 


TITLE 


COMPANY 


ADDRESS 


POSTCODE 


TEL No, 



Crown Plan 


Hospital Saving Association, Hambleden House, 
Andover, Hants SP10 ILQ. Tel: 0264 58977. 
Fax: 0264 333650. 


INTERNATIONAL COMPANIES AND FINANCE 


Fledgling Gulf market in 
need of public acceptance 


Hunter Reynolds on the Bahrain Stock Exchange, 
struggling to overcome some teething problems 


W ith five minutes to go 
before the end of the 
day’s trading session, 
a of calm pervaded the 
floor of the Bahrain Stock 
Exchange. Less than a dozen 
dealers, most in traditional 
Arab dress, stood on the floor 
of the exchange - little bigger 
than a classroom - chatting 
pnH drinking coffee out of plas- 
tic cups. 

Indeed, it looked like most of 
the day Bad been larfring in 
excitement The large board on 
the far wall of the floor chart- 
ing all 29 listed companies 
showed that six deals had been 
dosed far shares worth a total 
Of BD30.000 (USJ11.270). 

My visit last Tuesday might 
have come on a particularly 

ate** Hay, hut official figures 
show that in February the 
average number ot shares 
traded was a mere 285,000, with 
a value of BD62,000. 

For many years Gulf states 
have talked about the need to 
develop their own capital mar- 
kets in a hid to reverse the 
region’s huge capital outflows 
and to harness the cash gener- 
ated by oil to develop domestic 
e con omies 

Last year Bahrain and O man 
established fledgling stock 
exchanges, joining the only 
existing stock market in 
Kuwait where trading has 
remained thin since the al- 
Mannakah cra£hin 1968. Local 
analysts say that the difficul- 
ties farad by these ventures 
reflect the problems in estab- 
lishing fully-fledged capital 
markets in the Gulf. 

"There is very little public 
confidence in our market,” 
explained Fuad Rashid who 
heads Gulf Securities, the Larg- 
est of six brokers who operate 
on the floor of the Bahrain 
exchange. Bahrainis lost a lot 
of money in the al-Mannakah 
crash and are no longer inter- 
ested in the local market. 

Mr Rashid’s own confidence 
in the Bahrain market is «h™. 
He uses the services of the Jap- 
anese securities house Nomura 
to invest his own money in the 
Tokyo market 
In particular, Mr Rashid 
complains about the lade of 
any market-makers, the 
absence of a primary market; 
and the failure of local banks 


and financial institutions to 
operate in the market 

The sis local brokers who 
ooerate in Bahrain axe having 
ahard time. Gulf Securities, 
which claims an 80 per cent 
market share, says It can just 
make ends meet Others are 
falling to cover their costs. 

Dr Fawzi Tfrfryad, acting-di- 
rector of the Bahrain Stock 
Exchange, concedes that the 
market has been slow to take 
off since it was established last 
June, “ft’s just a question of 
time before people become 
more interested,” he said. In a 
bid to niaift* thing s move on 
the exchange; the Government 
has approved the selling of 
some of its stakes in joint stock 
companies. The Ministry of 
Finance has failed as yet to 
pub lish a timetable tor the 
divestitures. 


U5$250m flotation to finance 
its expansion into Europe, part 
of which will he placed 
through the Bahrain Stock 

Rrohang ^ 

Local bankers say that the 
Bahrain exchang e’s problems, 
are symptomatic of the difficul- 
ties in setting up capital mar- 
kets throughout the Gulf. They 
are sceptical that such markets 
can ever be developed prop- 


For many years. Golf 
states have talked about 
the need to develop their 
own capital markets in 
a bid to reverse the 
region’s huge capital 
outflows and to harness 
the cash generated by 
oO to develop domestic 
economies. 


The stock exchange is hop- 
ing to convince banks to 
become active in the local mar- 
ket and to start portfolio man- 
agement services and to set up 
mutual fluids for its clients. 
Last month a joint committee 
was set up with the .Kuwait 
Stock Exchange to discuss 
joint listings of Kuwaiti and 
Bahraini companies on both 
countries’ exchanges. Talks on 

a CTnfliir riap l a rtth thw jWfnarat 

Stock Exchange are also 
planned. Dr Behzad says. 

The authorities are also 
studying plans to trade govern- 
ment Treasury hnia ami other 
bonds on the stock exchange. 
Trading of debt instruments 
should start next year. Hr Beh- 
zad believes. 

An important test of public 
interest in the market will 
come later this year when 
Arab Banking Corporation 
(ABC) goes ahead with a 


fan can’t make a river flow 
upstream,” commented one 
senior executive at a local 
Arab bank . “If people want to 
invest outside, that’s the way 
capital wfll flow.” 

tinder existing rules, only 
Bahraini and Guff Cooperation 
Council nationals can buy 
shares. 

Limited rules cm disclosure 
are seen as a bog disincentive 
to local investors. Local compa- 
nies are very tight on Informa- 
tion, offering scant details of 
their true financial position, 
bankers say. In particular, 
information relating to unoffi- 
cial payments made inside and 
outside companies which are a 
integral part of business 
operations in the Gulf are 
impossible to come by. 

Information Is, perhaps, the 
key to the difficulties faced by 
the Gulfs fledgling capital 
markets. Markets need and 
demand a bee-flow of informa- 
tion. However, local analysts 
point out that in the conserva- 
tive Gulf stales, information is 
tightly controlled by govern- 
ments. Often releasing the sort 
of sensitive economic informa- 
tion needed by markets Is 
against the underlying inter- 
ests Of nHminTwfratlfmR 

Whether Gulf states are pre- 
pared to accept the challenges 
of real market needs in this 
respect remains to be seen. 

The Dublin s ecto r has domi- 
nated Gulf economies. Increas- 
ing private participation in 
local economies could have 
profound political implications. 
As one Gulf-based analysts 
pointed out: "The more you 
allow the individual to acquire 
a share in his own economy 
the more he wfll demand a say 
in the policy of that country ” 

Gulf governments are almost 
certain to shy away bom this 
prospect 


Norske 
Skog posts 
record 1989 
results 


By Karen Fossil in Oslo 


NORWAY’S Norske 
Skogtadiutzfer, one of Scan- 
dinavia’s largest pulp and 
paper producers, yesterday 
posted record results for 1989, 
pr oposed a dividend payment 
of NKr8 a share and 
announced a three-year invest- 
meat programme of NKrfibn 
($904m) to upgrade plant and 
wn a niT urodn<£ion caoadtv. 

Operating profit rose by 78 
per cent to NKrl.mbn last 
year from NKr689m in 1988. 
Sales hit NKrS^bm - a 37 per 
cent increase ova 1988 when 
they were NKr&9bn. Group 
net profits, before extraordi- 
nary items, increased to 
NKx920ra from NKr719m. 

The co mp arative figures for 
1988 were, given on a pro 
forma basis as last year 
Norske Skog merged with Fol- 
ium Fabzihkex and Tofte 
todustrler, two large Norwe- 
gian newsprint and cellulose 
producers. 

In addition, the company 


gen, a smaller. Norwegian 
paper producer, and Empire 
Paper Mm of England, a fine- 
quality paper producer. 

After acquisitions and the 
merger, Norske Skog com- 
prises six divisions and 6,600 
employees. 

However, the company said 
that adding to the improve- 
ment In its result last year 
was high productivity, a 6 per 
cent increase in West Euro- 
pean Homan h «nH an increase 
in foreign, sales in. 60 countries 
which accounted for 69 per 
cent of the total. 

Norske Skog said Us capital 
requirements for the three- 
year NKrtibn Investment pro- 
gramme would be met by 
three sources; 60 per cent 
would come from pr ofi ts, 35 
per emit from long-term loans 
and 15 per cent bom an equity 
expansion. 

The company’s equity to 
debt ratio improved to 29 per 
cent from 27 per cent though it 
has set for itself a goal of 85 
percent 

Norske Skog said it is con- 
sidering increasing production 
In England and to produce 
other qualities of paper. 
Annnai production there is 
currently between 60,000 and 
60,000 tamms. 


JNT’L APPOINTMENTS 


Reebok president for 
worldwide business 



-.s' 


REEBOK, the US sportswear 
concern 32 per cent owned by 
the Edinburgh-based Fentland 
Group, has combined its US 
and international business 
divisions and appointed Mr 
John H. Duerden as president 
for this worldwide grouping. 

The company has seen a 
strong revival in its fortunes 
after its sports shoe market 
position had slipped in the 
late- 1880s. A month ago, Ree- 
bok reported a five-fold jump 
in fourth-quarter net income to 
leave a record result for the 
year, with the international 
division providing a main 
source of growth. The success 
of Reebok’s new Pump sports 
shoe is expected to provide a 
further boost to profits. 

Mr Duerden, 49 and formerly 
m anag ing director and chief 
operating officer of the Reebok 
Internat ional division, based in 
the UK, is moving to the com- 
pany's worldwide headquarters 
m Massachusetts. Mr Frank 
O’Connell, who was president 
of the ITS division, decided to 
resign rather than being effec- 
tively demoted or take an 
another senior role. 

This follows the departure 
last October of Mr C. Joseph 





1 i 


J ohn H. Duerden 


LaBonte as company president 
and chief operating officer in a 
management shake-up. 

Mr Paul Fireman, Reebok s 
rfl UMiumn and chief executive, 
said this latest move was to 
focus the Reebok brand on a 
strong global approach to 
design, manufacturing, mar- 
* • and co mm uni can ops. 


* s 


keting i 


Mr Duerden worked tor 
Xerox for 18 years, finally as 
vice president and director of 
corporate business develop- 
ment worldwide. 


Marsh & McLennan to 
open East Berlin office 


MARSH & McLennan, the 
loaning UR insurance broking 
and business sendees group, is 
to open an office in East Berlin 
to serve the East European 
market and is appointing Ms 
Martina Dehmlow as its head. 

The office win be under the 
responsibility of Gradmarm & 
Holler, the inning insurance 
braking concern in West Ger- 
many in which Marsh & 
McLennan has now acquired a 
majority interest 

The company also said it will 
open a client service centre in 
Vienna to provide services and 
develop insurance market rela- 
tionships In Eastern Europe. 

• Mr Walther Leisler Hep, a 
general managing partner of 
Gradmann & Holler, has been 
elected as a Marsh & McLen- 
nan director. 

♦ ★ * 

WITHIN THE capital markets 
division at Merrill Lynch, the 
largest US securities house, Mr 
Martin Loat has become man- 
aging director for its swaps-de- 


rivative product group 

Based in London, Mr Loat 
will join the Merrill Lynch 
Europe executive committee. 
He formerly worked for Bank- 
ers Trust New York as manag- 
ing director - public equity 
group. 

Mr Richard Dunn and Mr 
•Karl Heinz-Hauptmann have 
also left Bankers Trust and 
joined Merrill Lynch’s swaps- 
derfvative product group. 

★ 

CONAGRA, the large US food 
processing group, named Mr 
Robert Peyton as president, 
ConAgra Eastern Europe, and 
president, ConAgra Soviet 
Union, with a directive to 
increase the company’s pres- 
ence in these areas. He will 
remain executive vice presi- 
dent of ConAgra International 

Mr Peyton will be responsi- 
ble for ConAgra joint ventures, 
acquisitions, projects and tech- 
nological agreements or 
exchanges involving Eastern 
Europe and the Soviet Union. 
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FINANCIAL TIMES CONFERENCES 


THE 


EUROPEAN WATER 

INDUSTRY 


London 

26&27 March 1990 

Speakers indude: - 

The Rt Hon Christopher Patten, up 

Secretary d State for ttw&wi ran merit 


Mr Martin GrOner 
Federal MHstiy for the Environment 
Nature 0onseivalfon& Nuclear RBactorSafely, 
West Germany 


TTieRf Hon The Lord CrickhoweD 

National Rivers Authority 


Mr Roy Watts. csE 

TTwmes water pta 


Mr lanByatt 

Office of Water Services 


Madame Christine Morin-Postei 

Lyonnais© desEaux 


Mr Michael Swallow 

The Water Companies' Association 


Mr Christopher Timbreii 

Coopers & Lybrand Associates Limited 


Mr Adrian While 

Biwater Limited 


Mr Nigel Hawkins 

Hoara Gavelt Investment Research 


Mr David Gadbury 

Southern Water pic 


Mr Michael J Rouse 

Ufoter Research Centre (1989) ptc 


□ Mease send me a Co nference programme.. 

□ A limited amount of exhfoitkxi mace at the 
conference is available. 

Please tick bone for further d e falk. 


FK 


Par information please return this advertisement: 

together vtith your business card, to: . 

Financial Times 
Conference Organisation 

126 Jermyn Street. London SW1Y 4UJ 
Alternatively, 

Telephone: 01-925 2323 

Telex: 27347 FTCQNF G Telefax; 01-9252125 
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Cityline 


THE BUDGET 1990 


HOW THE BUDGET MIGHT AFFECT YOU 
CALL 0898 123080 OR 0836 430080 


CITY ANALYSTS VIEW OF THE BUDGET 
OPTIONS AVAILABLE TO THE 
CHANCELLOR WITH RESPECT TO 
MORTGAGE TAX RELIEF, PERSONAL 
ALLOWANCE INDEXATION, EXCISE 
DUTY, PERSONAL SAYINGS INCENTIVES 
ETC. 


(Calls charged at 25p per inhuite cheap rate and 38p per minute at an other times) 
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INTERWATIOWAL COMPANIES AMD FINANCE 

BCIL to declare special dividend 


By John Elliott in Hong Kong 


BOND corporation Inter- 
national (BCIL), the Hong 
Kong listed snbsidiary of Mr 
Alan Bond's Australian-based 
business empire,, intends to 
declare a special dividend to 
use surplus cash after it has 
completed the sale, announced 
last month, of its controlling' 
stake in Compania de TeI6- 
ftrnos de Chile (CTO and has 
explored the posstbCUty of tak- 
ing foil control of a develop- 
ment site in Rome. 

This was announced yester- 
day when BCIL announced. 


consolidated interim profits; 
after taxation, end minority 
interests of ISK$186.2m 
■ (US$23-82m) for the six months 
ended December 31, compared 
with HK$236.7in In the first 
haW of 1388- : 

Under the terms of the agree- 
ment for selling : the -Chilean 
. telephone company > (which;, 
goes to an extraoriSnaiy' gen- 
eral meeting on April 2), BCIL- 
will have approximately 
HE$2.6bn in cash before 
expenses. It will also have 
earned a - profit of . about 


HE$580m, the company , said 


. Bart of the cash might be 
used to buy up the 50 per cent 
of a Rome development site 
that BCIL does not already 
own. •: - 

■ The present stake was pur- 
chased for US$L20m last April, 
and - the company said last 
night that it beUeves that ftjfl 
ownership might help to clear 
ptamhig problems. An alterna- 
tive 'of -sailing the existing 
stakerwauld, it is believed, also 
be considered. 


: After this has been resolved, 
the directors intend to declare 
a special dividend. This would 
provide cash for Mr Bond’s 
empire, which owns 6&S8 per 
cent of BCIL. No interim divi- 
dend is being recommended. 

Apart from the Chilean and 
Rome investments, BCIL's only 
other oneration is an 85 nor 
cent stake in the Hoizhou 
Brewery in southern China 
acquired last July. 
Distribution of the brewery's 
Dragon 8 brand is to start soon 
in Hong Kong. - - 


Making an international connection 

Peter Bruce on Telefonica of Spain’s attempts to expand into Chile 


My! 




I f it cranes off, the $391m 
offer by Telefonica of 
Spain to buy control of the 
fihiigfln telephone company; 
Compania de TeMfonos de 
Chile (CTO, will be more than 
just another deaL 
It is still extraordinary for 
any company to run another 
territory’s telephone network 
but Telefonica desperately 
needs to break out of Spain. 
Inst month it agreed in princi- 
ple to buy the 53 per cent stake 
in CTC owned by Ur Alan 
Band cf Australia. 

The Spanish have been try- 
ing hard in Latin America's 
telecommunications markets, 
Telefonica has bid for part of 
Argentina’s monopoly, Entel, 
and it will want to bid for the 
Mexican and Costa Rican PIT* 
when they are privatised. “We 
are interested in every thing ;* 
said Telefonica. 

That is in many ways an 
astonishing statement. At 
home, Telefonica's public 
image is very poor. With 
chronic congestion on its lines, 
a telephone backlog that rose 
above 600,000 in 1988 (It Is 
500,000 today), Telefonica 
admits its network will not 
function properly until 1991. It 
is also being pressed by the 
European Commission to open 
its profitable data transmission 
services to competition. 


• • 

• « 

. •• . 


Spain’s once-efflcient trie- 
corns industry is undergoing a 
painful change. A new law, the 
LOT, brought out in 1967 to 
deal with new technologies and 
liberalisation, freed the termi- 
nals market but was super- 
seded by the European Com- 
mission’s Green Paper on 
freeing services. Madrid has 
taken tha Commission to court 
to buy more time to adapt 

Telefonica is at the centre of 
this uncertainty. The company 
was one of the first private 
telephone monopolies in 
Europe, but for most of Fran- 
co's dictatorship was run as a 
Seldom. Local tariffs were kept 
low and international calls, 
remain very expensive. 

"We are still paying for 
this,” said Mr Jose Lois Martin 
Palacin, secretary general of 
co mmuni cations at the Trans- 
port Ministry. "The price of 
local calls is only about half 
their cost." But until the Gov- 
ernment, which owns 32 per 
cent of Telefonica, allows it 
substantially to increase local 
rates, the Spanish monopoly 
will not crane close to meeting, 
profitably, the Commission’s 
liberalisation timetable. 


Luis Solanarhriefed to float Tfelefdnica <m global m a r kets 


If Spain Is forced to permit 
competitors to enter the data 
transmissions market, Telefon- 
ica could be left wwwpflHiifag 
voice services, which it would 
have to subsidise with p ro fit s 

from elsewhere. 

Although a 6.5 .per cent 
increase in average tariffs, 
including a 14 per . cent rise in 
local rates, has been agreed for 
this year, Telefonica and the 
Government circle each other 
like estranged friends. Madrid 
help s by trying to delay liberal- 
isation but cannot raise tariffs 
significantly without threaten- 
ing its inflation targets. 

These tensions must, for 
Telefonica's management, 
seem light years distant from 
the early 1980s .when the 
Socialist Government to 
power and Installed Mr laris 
Solatia, as president. Tfia hrirf . 
to generate advances in local 
technology, to float : the com- 
pany cm global stock markets 
and make a profit, was fol- 
lowed tothe letter. 

By 1986 net income had risen 
nearly 70 per cent toPta45J>bn 
($4l4m). Telefonica had bought 
into, or established, a string of 
tied equipment su p p li ers and 
was quoted around the world. 
Last year it made net profits <rf 
Pta6a5bn._ . . 

Mr SnlanaT «8 Ttft" by fhwi- 

By 1988, his last year, the com- 
pany' was deeply unpopular. 
The network nearly collapsed 
because the company underes- 
timated demand fra: new lines 
during Spain’s economic boom. 

The new chairman, Mr Cart*, 
dido Velazquez, also a Social- 
ist, has established a 
Pta3,000bn investme n t plan to 
complete the network in the 
next five years. But it 1 b late in 
the day to be building a net- 
work while being pressured to 
open it to. competitors. The 
Government, eager to help ‘ 
because it would pay the pofitt- - 
cal costs of failure, is moving 
on two fronts: 

It is complaining to the 
European Court about a Com- 
mission directive w hich would 
limit the powers afPTTs over 
their networks after 1993, in 


some cases 1996, by forcing 
FITs which .lease lines to 
allow use . of those lines to be 
sold again to third parties. 

■' Mr Palacin insists the move, 
does not mean Madrid opposes 
MTimallagBmi. “11:1s the process 
that is wrong,* he says. Bel- 
gium and Italy have also chal- 
lenged the directive. But the 
true design is to buy time for 
Telefonica. 

Draft rules drawn up to gov- 
ern relations between the Gov- 
ernment and Telefonica impose 
tough conditions on companies 

that establish competing data 
transmission services. They 
will be forced to provide ser- 
vices outside. the most profit- 
- aide business centres and will 
have to pay towards deprecia- 
tion of Tetefonica’s n etwork . 

- Such barriers might deter 
wcmld-be competitors' if Spain’s 
economic boom' fades, but 
some have already arrived. 
Telenet, part of the US Sprint 
private transmission service/ is 
about to acquire a Spanish, 
partner and establish a com- 
munications node in Spain to' 
cmmert local clients to Trie- 
net’s international network. 
But even that ambition could 
be problematic. If Telenet uses 
one Telefonica line any of its 
clien ts in Spain_ would, theoret- 
ically, become Illegal third? ' 
party users. 

Telefonica’s spokesman, Mr 
Lois Gomez, agreed that the 
lack of clarity over Commis- 
sion and Spanish regulations, 
made it hard to plan ahead. 
“We are in an uncomfortable 
situation for everyone," he 
arid. That is^ especially true for 
Trieforiica's main switch sup- 
pliers, Alcatel Standard and 
Ericcson. Blaming supply bot- 
tlenecks, Tele fon ica last year 
brought in AT&T Network 
Systems,: which this year wfU 
* pick up- 8.7 per cent of its 2Am 
planned lines. 

Traditional suppliers fear 
Telefonica will want to atop 
them supplying new private 
network operators. And 
imports of equipment are ris- 
ing sharply. Telefonica is 
spending PtalSBbn this year on 


switching and transmission 
equipment. 

Telefonica’s acquisition poli- 
cies feed the uncertainty. The 
company is considering selling 
its 21 per cent stake in Alcatel 
but .has left rfiwfirfnn hang- 
ing.:- Itr may buy a stake in 
AT&T Network Systems but 
this decision, too, has been 
allowed- to drift. A 12 per cent 
stake in Amper, a local trie- 
phone manufacturer, seems 
secure, as does its 10 per cent 
stake in Flat’s Telettra, a 
major supplier of radio and 

writifarry t rtmgwrrfggin n ny riinw 

•' These bnldflng a are security 
and a threat to suppliers as 
they enable the monopoly to 
monitor suppliers* contacts 
ahead of liberalisation. For 
extra technical cover, Telefon- 
ica baa made new 
abroad - 6 per cent of lnfonet, 
the US. data transmissions 
business, 3 per of Geostar, 
the US radio wwimwimtiwn 
operation, and, recently, 10 per 
cent qf Mercury PCN, the con- 
sortium led by Mercury Com- 
munications. 

- Apart from shortages, trans- 
mission technologies do not 
trouble Telefonica. Its core 
problem is offering services an 
its lines to compete with the 
ones that will be offered on the 
lines it leases. Some analysts 
say Spain lags five years 
behind advanced European 
countries in what are known 
as value-added network ser- 
vices (VANS); 

.Few VANS exist in Spain. 
An electronic mail service 
(Telefonica’s) is still in its 
infancy and a videotex! service 
based on the. French ndni-tri 
system has never really taken 
hold. But even if the Govern- 
ment does buy the company 
more time, experts, agree that 
it will be almost ImpiMSfolo to 
compete everywhere. 

Recognition of that ia 
implicit in the bid for Mr 
Bond’s Chilean, company. 
“Either we limit ourselves to 
defending a domestic market 


. •• . 
•• 


that we know will soon be 
invaded or we try to be com- 
petitive,'' said a senior Telefon- 
ica executive. 

Telefonica has Identified a 
market in Spain's old colonies, 
at least in transmission. Both 
Prime Minister Felipe Gonzalez 
and Mr Velasquez have been to 
Chile this week to lobby for the 
CTC mh, although the Chilean 
Government is considered 
unlikely to block' the deaL 
Telefonica needs all the breaks 
it can get 


HiiiHmummiiiiimimiiimiiiiiiimiiiiimmiiiiiiimiiiiiimiiiiiHimi 



Ford Motor Company Limited 


a wholly owned subsidiary of 


Ford Motor Company 


has acquired 


Jaguar pic 


JAGUAR 


The undersigned acted as a financial adviser 
to Ford Motor Company Limited for the simultaneous 
Offers in the United Kingdom and the United States 


S.G.Warburg & Co. Ltd. 

London 


S.G.Warburg & Co. Inc. 

NewYoric 


January 1990 
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Nodcero Noteholde r s 

Prospect International 
High Income Portfolio N.V. 

UntoU-S- $82,500^)00 


Nona due 1996 
(of which U.S. $41,250,000 
hat been lead) 

Notice is hereby given that the 
Interest Rate for the period 
from 14th Match, 1990 to 
14th April, 1990 is 8.7375%. 
The Floating Rate Note 
Interest Amount payable on 
17th April, 1990 isU.S. $7.52 
perU-S. $1,000. 


THE K0A FIRE AND 1IARME 
MSURANCE COMPANY, UMTS) 


USriDjnOJXM T 4 % par i 
CDnwftUa Bonds Oub 

WAftfUNTHOteERSOF 
USS2SB,O00jD0O3» par cant 
Bonds 1083 wttb warrants 
OF FRS DBTOBU1KM OF SHARES 
AroADJUSTMBirOFCONVBmONr 
SUBSCRPIKM PMCE 




SAMSUNG SEMICONDUCTORS AND 
TELECOMMUNICATIONS CO, LIMITED 
US$30,000,000 FLOATING RATE NOTES DUE 1994 
GUARANTEED BY 

SAMSUNG ELECTRONICS COMPANY LIMITED 

NOTICE IS HEREBY GIVEN that pursuant to clause 6(c) of the 
Tbnns and Conditions of Sa m sung Semkonductofs and 
TfekKomm imitations Co. Ltd (the Issuer*) US $3(1000, 000 Floating 
Rate Notes due 19M (the *NoteA the Notes wffl be redeemable at the 
option of the noteholders (the "Retraction Option*) during the period 
27 Match 1990 to 11 April 1990. 1b exercise the retraction option, 
noteholders should present the leloont no ti ce attached to each Note 

(the 'Exercise Notice*) along with the said Note, toother with all 
uiunabned coupons appertaining thereto, to the principle offices of 
Oiemkal Bank in London, F)ankfurt or 55 Wrier Street New >hrk 
or the principal offices of Banque Internationale a Luxembourg, 
Luxembourg KredietbankttV. in Brussels or Union Bank of 
Switasland. Zurich. Dated: 15 March 199a 
Cro M CAi Bmc as Principal faying Agent 


THEJCOA TOE AND MAHNE 


DMKtlStfiUiKfi taoo 


CTC lifts profits since privatisation 


CTC’s performance since Its 
$ privatisation in December 
1987 is impressive and augurs 
well for similar experiments 
elsewhere in the continent. 

Under Mr Alan Bond's con- 
trol a small public utility was 
transformed into a p rofi table 
and growing company. CTC’s 
profits have trebled in its two 
years of private ownership, 
from $31m in 1987 (the last 
year of public ownership) to 
$83L5m in 1988 and $95.6m last 


NOTICE TO THE HOLDERS OP 
WARRANTS TO SUBSCRIBE 
FOR SHARES OF COMMON 
STOCK OF 

kdmori prwtwg 
machinery co m ltd. 

issued in conjunction with 
UJS. $50,000,000 
3V, per cent. 

Guaranteed Notes due 1981 
Notice is hereby ffrwfi as follows: 

L Komori Printinp MaehiiwyOGL. 


each shareholder w iw™ 

3lst March. 1990. Japan umft wH 
be allocated new 

of 02 Share pereachShareo^*« 
2 i such d.-in*. New Share, will be 
EStited on 21st May. IWW*_ 

2. As a result of the 

action, the current ^ufasoTt**" 
Pries for the 

shall be adjusted Pursuant toC^ 
3 ti* of ihe Instrument dated 
November, i486 an .follows 
tjl Current Subscription Price 
Yen 245000 per tihare 
fin New Subscription fVto 
Yen L7USJU P» Stare 
The Sew Subscription Pnee *au 
become effective on 1st April. 1990. 
Japan time. 

machinery CO., ltd. 

bu. The Bank oflbkyo 
TVust Ccmpaiy 
at Agrvi 

Doted- 15th March. 1990 


year. Turnover rose from 
$l6Gm In 1987 to $269m in 
1989> 

News of the sale was well 
received on the Santiago trad- 
ing floor, where CTC shares 
Jumped from 198.5 pesos (65 
cents) before the deal with 
Telefonica to 206 pesos Imme- 
diately afterwards and are 
now trading at 245. The tenta- 
tive deal values CTC at 340 
pesos a share, but may be 
wortia less in practice. 



CTC arid 141300 new fines 
in 1989, against 61,000 in 1988. 
Under a |L8bs five-year 
Investment plan, it aims to 
double installed capacity to 
L2m fines by the end of 1992. 
CTC has also entered Into com- 
petition with the other wain 
operating company in Chile, 
Kntal (Enapresa National de 
T Vl m iffli i miiBwtawB SA). Until 
1988 CTC controlled 96 per 
cent of internal teleph o ne traf- 
fic, while Entel held the 
monopoly of all the Interna- 
tional telephone services and 
most of the long-distance 
trunk calls. CTC currently 
rents ferfiMx from Entel but 
has been estafaHshfng Ha own 
t ruiumriwafam farilWaiL 

CTC’s ~ intrusion into what 
was once Enters exclusive 
dqmain b causing problems 
for a com p a n y which, is also 
being privatised gradually. 
Entel has even asked the 
Sty ranie Court to rale an who 
has file right to provide trunk 
services in Chile. 

The rivafery between CTC 
and Entel will also pose a 
problem for Telefonica. CTC 
and Banco Santander eaeh i 
purchased a 10 per cent stake ; 
in Entel last year. Market ana- ; 
lysts in Chili* foresee a poten- 
tial conflict of interest ’1 Tele- 
ftfnica also becomes the 
majority shareholder in CTC. 

With Tdefonica owning sig- 
nificant stakes in bath compa- 
nies, analysts believe that CTC 
may well make a bid for EnteL 
The Tdefonica deal 1ms been 
referred to Chile’s monopolies 
Attfpmfgghin but it is unlikely 
to block the sale as toe Gov- 
ernment fixes telephone tariffs 
and it is thought never to have 
blocked a major deaL 

Leslie Crawford 


THE TAIYO KOBE! BANK. IJMITED 
(the "Bank”) 

NOTICE TO HOLDERS 
of 

Shares (the “Shares”) of Common Stock 
of toe Bank 
in connection with 
toe merger of the Bank with 
The Mitsui Bank, limited (“Mitsui”) 

NOTICE IS HEREBY GIVEN AS FOLLOWS: 

In connection with the merger (the “Merger") of toe 
Bank with Mitsui effective 1st April. 1990. whereby the latter 
will become the surviving company and be renamed 
The Mitsui Taiyo Kobe Bank, Limited (the “MTTCBL"), any 
holder 'of Shares is requested to deposit such Shares with 
the~ Bank and replace the same with an instrument 
evidencing the custody of the same by the Bank and/or 
representing, his entitlement to shares of MTKBL, by 
himself or through hk standing agent in Japan or any other 
person duly authorized to repre s ent him in relation thereto, 
to the Bank on or before 30th March. 1990 (Japan time). The 
failure of any holdeT of Shares to deposit or replace such 
Shares by such time mil not result in any loss of entitlement 
to Shares, or to shares of MTKBL after the Merger, and- 
. Share certificates) may, on or after 2nd July, 1990. be 
replaced by an appropriate numberof share certificate^) of 
MTKBL, However, if any such holder of shares fails to so 
deposit his Share certificates) with the Bank and/or so 
replace the same with such an instrument on or before 
30th March. 1990, he will not be able to trade either Shares 
or any other instrument which might otherwise be delivered 
in exchange for Shares, between 2nd April. 1990 and toe 
date of registration of toe Merger, currently expected to be 
2nd July, 1990. The Bank has notified or will notify toe 
registered holders of Shares (with whom the Bank is 
emitted to deal, pursuant to the Commercial Code of Japan) 
of their right to so deposit and replace their Shares. 
Accordingly, each holder of Shares is hereby requested to 
contact his standing proxy in Japan or toe person in whose 
name his Shares are registered, regarding toe desired 
disposition of his Shares. 

The TByo Kobe Bank, Limited 

London Branch 

(As Principal Paying Agent) 

Dated: 15th March. 1990 


TEDS TAIYO KOBE BAJSTK, LIMITED 

(the “Bank”) 

NOTICE TO HOLDERS (the “Bondholders”) of 
UJS.S 120,000, 000 per cent Convertible Bonds Doe 2002 

of the merger of the Bank with The Mitsui Bank, limited 

Further to the notice riven on 7th December, 1989 in connection with the merger (the 
“Merger") of the Bank and The Mitsui Bank. Limited (“Mitsui"), whereby the latter will be the 
surviving company and renamed The Mitsui Thiyo Kobe Bank. Limited (the “MTKBL"), and 
pursuant to Clause 7(E) of the Trust Deed (the “Trust Deed") dated 28th September, 1987 
constituting the above Convertible Bonds (the “Bonds") and Condition 5(C) of the Terms anrf 
Conditions of the Bonds, notice is hereby given as follows: 

The Merger will take effect on 1st April. 1990 (the “Merger Date"), and the holders of the 
shares (the “Shares") of common stock of the Bank will receive 0-8 shares of common stock of 
MTKBL in exchange for one Share. In order to reflect the above-mentioned share exchange 
rate, the conversion price of the Bonds wall be adjusted in accordance with Condition 5(C) of 
the Ibrms and Conditions of the Bonds, from Japanese Yen 1,597.70 to Japanese Yen 1,997.10. 
effective as from the Merger Date. 

As part of toe procedures involved in toe Merger, toe Shares will be delisted on 
26th March, 1990. 

Bondholders who intend to convert Bonds into Shares, the conversion of which will 
become effective between 15th March, 1990 and 25th March. 1990 (inclusive), may follow 
special procedures to obtain Depository Receipts (“DRs") for shares of MTKBL which they 
will become entitled to from the Merger Date, but which they will not be able to receive 
certificates for until (about) 2nd July, 1990. Trading in these DRs will commence on 2nd April, 
1990 on the Tokyo Stock Exchange and the other stock exchanges in Japan on which the 
Shares are presently listed. Unless Bondholders whose exercise of conversion rights in respect 
of their Bonds becomes effective between !5th March, 1990 and 25th March, 1990 (inclusive) 
follow these procedures or make other arrangements acceptable to the Bank they will not be 
able to trade the Shares to which they become entitled on conversion of their Bonds, or the 
shares of MTKBL which will become substitutable for them, on toe above-mentioned stock 
exchanges between 2nd April, 1990 and (about) 2nd July, 1990. 

Special procedures are also being provided for Bondholders who intend to convert their 
Bonds, the conversion of which will become effective between 26th March. 1990 and 1st April, 
1990 (inclusive). Because toe Shares will not be listed during this period, the Cash Amount (as 
defined in the Trust Deed) cannot be calculated in strict accordance with toe Trust Deed. 
Certain alternative means (which accord as closely as posable with toe method of calculating 
the Cash Amount laid down in the Thist Deed) axe available to Bondholders whose exerciscof 
conversion rights in respect of their Bonds takes effect during this period; Bankers Trustee 
Co mp any Limited has (as Trustee under the Trust Deed) agreed to these means of calculating 
an equivalent of toe Cash Amount. 

DETAILS OF THE ABOVE PROCEDURES ARE SET OUT IN EXPLANATORY 
NOTES TO BE ISSUED BY THE BANK TO THE CONVERSION AGENTS. IT IS 
IMPORTANT THAT ANY BONDHOLDER INTENDING TO CONVERT HIS BONDS 
DURING THE ABOVE-MENTIONED PERIODS SHOULD BE FAMILIAR WITH THE 
PROCEDURES HE MAY ADOPT. Bondholders should contact any of the Conversion 
Agents for the Bonds whose particulars are set out in the certificates of toe Bonds. 

The Taiyo Kobe Bank, Limited 

London Branch 

(As Principal Paying Agent) 

Dated: 15th March, 1990 





These bonds having been sold, this announcement appears as et matter of record only. 



GROUFE 



FF 3,330,000,000 

6.60 per cent convertible bonds due 2000 


Domestic offering of FF 2,484,000,000 

Lazard Frferes et Cie Credit Lyonnais 

Banque Paribas 

Banque Nationale de Paris Sod&£C6nersde Banque Worms 

Caisse des Ddpdts et Consignations Caisse Nationale de Credit Agricole 

Banque Indosuez Banque Demachy et Assodds 

Banque de Neuflize, Schlumbeiger, MaDet Alfabanque 

Credit duNord Credit mdustriel et Commercial de Paris 

Socteie Lyonnaise de Banque Banque Transadantique 


International offering of FF 846,000,000 

Lazard FnficesetCie Credit Lyonnais Securities 

Credit Suisse First Boston Limited 

Deutsche Bank Capital Markets Limited 

Paribas Capital Markets Group 

Banque Indosuez BNP Capital Markets limited Daiwa Europe limited 

Gen e rate Baric Lazard Brothers A-Go^Lknited 

Lombard Odte m ter na tfonal Underwriters SJL. J.P. Morgan Securities Ltd. 

Morgan Stanley International Nomura International Soctttd G£n£rale 

Swiss Bank Corporation UBS Philips & Drew Securities Limited 

Investment Banking 

January 1990 
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FOR FISCAL YEAR ENDED DEC. 3T. 1989 


STORA 


* Pro fit after financial Income and expenses 
Improved 6 percent, toSEK 3,922 m. (3,689). 

* Profit per share increased to 5EK3&80 (3U5Q) 

* Croup irtvoicedsales totalled SEK423 billion (39.9) 


The market for the Group's forest Industries? 
products remained favourable throughout 1989 
Increase In dividend proposed 


Invoiced soles and eandngs 

The STQRA Croup's profit after financial Income and expenses improved by slightly more than 6 percent; to 
SEK 3,922 na. (3,689)!’ 

Profit per share? before conversion of the convertible debentures outstanding. Increased to SEK 32£0* 
(31:50 includi ng. Sw edish Match during the period May - December). Upon fait conversion, the corresponding, 
values totafTecrsncJTrOCP and 30:10 per share, respectively. 

Operating profit after planned depreciation Improved bysilghtly more than 12 percent toSEK5,054m, (4^05). 


I. Untewouwrwte Imitated. aHdMalhreganHngilie preceding ywirecal- 
earne d ona proforma bash; and include Swwilsa Match for the whole year. 
z aiUihcnrni aojuntew* wnn dk lurnriKiBus stnmaHili dir 
jwar consist of reported tax. and. estimated tax of SO percent on the 


appropriations for the year. 

3. Assuming (tar es tima ied tax on appropriations for Hie year amoants 
nr 30- permit; profit per stair wit* Increase, w SEK 3tc20- ISCflO upon 
(till conversion!. ’ 


Dividend 

The Board of Directors is proposing that the dividend be raised to SEK 1 2 per share, compared with SEK 10 per 
share in the preceding year. 

Summary of Group lacome Statement Proforma Reported 

(SEKm.J IncLSw. values Ind. 


5,054 

-1,132 


Pro forma 
IncLSw. 
Match For 
whole year 
1988 

39,868 

-33,529 

83 


Repotted 
values Ind. 
Sw. Match 
Map-Dec 
1988 

34,256 

—28*384 

90 

5,962 

-1,655 


SALES 42,264 39,868 34,256 

Operating expenses -35,210 -33,529 -28*384 

Minority shares in associated companies 117 83 90 

OPERATING PROFIT BEFORE DEPRECIATION 7,t71 6,422 5,962 

Depredation according to plan -2,117 -1,917 -1,655 

OPERATING PROFITAFTER 

DEPRECIATION ACCORDING TO PLAN 3,054 4,505 4,307 

Net financial Items -1,132 -816 -597 

OPERATING PROFITAFTER 

FINANCIAL INCOME AND EXPENSES 3,922 3,689 3,710 

Extraonflnary (ixcomeand expenses 178 25 25 

INCOME BEFORE APPROPRIATIONS AND TAXES 4,100 3,714 3,735 

Less mtnorlty share -296 -265 -358 

3*804 3,449 .3377 

Forecast foe 1990 

Lower economic growth and Increased interest rates In combination with additional production capacity is 
expected to sharpen competition In most ofSTORA's markets. 

The consequent adverse effect on Croup eandngs will be dampened by the target-oriented structural changes 
and extensive Investments- implemented in the Group during the past few years. 

Developments during the 1990 fiscal year aredifflcult to assess. Taken as a whole, Group profit after financial 
income and expenses is not expected to fhlly reach the level achieved In 1989. 

Other matters 

The Annual Genera] Meeting will be held in Falun on May?, 1990. 

Falun, March 13, 1990 

Board of Directors 

Store Kopparbergs BergsiagsAB 

STORA Is the largest forest products company In Europe and Is one of the leading companies worldwide In 
the markets for pulp, newsprint, fine papers, packaging paper, building materials and interior products. 

In November 1989 STORA obtained a fisting far its B Free Shares on the London and Frankfurt stock 
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INTERNATIONAL CAPITAL MARKETS 


Interest rate imeertamty 
checks flow of new issues 



By Nonmr Cohen- 

EUROBOND markets 
yesterday remained under the 
pall of- uncertainty about 
woridwiefe Interest rates, with 
only ffiri»b(HT0Wterawilling'to 
v en t ure out with new deals. 

A recovery in US Treasury 
bond prices; after a sharp drop 
on Wednesday, left investors 

INTERNATIONAL 
BONDS 

too nervous to take new post 
turns of any sort 
Sears, Roebuck, the leading 
US re taile r, la u nched its S5G0m 
five-year' Eurobond hacked by 
credit card receivables with a 
coupon of 9% per rent and 
priced at 101.35 to yield 86 
basis points over underlying 
Treasuries. After accounting 


for Sees, the bonds were 
assigned a. re-offered price of 
99.75, giving co-managers fees 
o£ 27 Ji baste points. 

Lead manager Credit Suisse 
First Boston broke syndicate 
about Haw an hour after the 
bonds wot launched, and. the 
securities, traded thereafter 
around their re-offered price. 
Underwriters attributed the 
deal’s success to the- road show 
by Sears to familiar ise Euro- 
pean investors with its 
Operations. 

Dealers said that the struc- 
ture. which uses a subordi- 
nated tranche to guarantee 
interest and. principal pay- 
ments to investo rs, appears to 
be only marginally more reas- 
suring to Investors than the 
use of tofrdparty guarantees 
which, have enhanced previous 
credit card backed deals: 


S ea r* is said to have taken 
the $42-5m subordinated 
tranche of debt on to Its own 
books. That option has not 
been attractive for Citicorp, 
the only previous issuer of 
credit card backed debt in the 
Euromarkets, because of inter- 
national capital requirements. 

Elsewhere; Deutsche Bank 
Australia launched a A$85m 
five-year bond bearing a cou- 
pon of 14% per cent and priced 
at ZOL Lead manager Deutsche 
Bank Capital Markets 
increased the Issue to AglOQm 
in response to investor 
demand. Although the securi- 
ties yield some 20 basis points 
below Australian government 
debt, and reports of Australia's 
increasingly heavy external 
debt weighs heavy on the mar- 
kets, the borrower’s Identity 
proved a strong draw. 






Land«8McB a d 8n - Wftirtt l i nfturg+- 


iotas W 


n/«t CSFB 


IflSS 2 / 1 % Deutsche BKCapJKkts. 


11% Ifftao 1883 1%/% CSFB 


Q '/I VUI 

r+ 10 

flax 

TOO 

1890- 


TOO 


mt 

2005 


nfo Mitsubishi (SwttzJ. 

100 7%. 10t BOOS rtfa Han databank Nstmst 


ptaoswnfc ♦RnaT terms. a) For first- two yearn coupon at flmonttr Ubor +■ 30bp, teen fixed at S%. b)Ro-affarad 
prion find. XT 88175. cjBarae. amount teoreased hum orlQtnal AKSm. 


ICB to hand in its banking licence 


INTERNATIONAL Commercial: 
Bank i s to became the latest of 
severer London-based consor- 
tium banks- to dose tts docra. 
writ e s David Lasorfh% Bank- 
ing Editor. 

The bank annornirai yester- 
day that it wfll hand in Os 
banking licence on June 30. Ba 
as s e t s will be wound down,, 
though ft has not yet been 


decided whether they wffl be 
bought hy-tbe bank's sir bank 
ghareteddere «r s old . 

The shareholders are toe 


Commerzbank, Credit Lyon- 
nais; First Chicago, Banco di 
Rama and B atik of New Yorfr- 
They have committed them- 
selves to take ove r fee goading 
of toe bank. 


Mr Michael Wells; managing 
director, said the decision had. 
been taken "because our share- 
holders reached the conclusion 
that ICB was no longer of stra- 
tegic value.” 

ICS was set up in 1967 to 
specialise in sovereign tending 
But the f limflte was now “radi- 
cally different,” according to 
Mr Wells. 
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advances 
freeing of 
markets 

By Peter Norman 
and Stephen FWIw 

THE Belgian National Bank is 
moving ahead with plan* to 
further a wide-ranging deregu- : 
lation of the country’s finaa- . 
rial markets with the twin ' 
of reducing debt serrio> 
tog costs and preparing Bel- 
gium for the free market after 
1992. 

According to National Bank 
officials, the Belgian authori- 
ties will make Treasury MB 
offerings open to tender, per- j. 
mi t foreign financial institu- 
tions to operate on the Belgian 
primary debt market and 
expand the Belgian national 
bank's open market 
operations. 

In line with the recommen- 
dations of the Delors report 
for economic and monetary 
union in Europe, Belgiu m al so 
Ians to reduce substantially 


rW:t 357Y] TWf 


BFrllObn toe ability of toe 
Government to borrow from 
the central bank. This limit 
was reduced from BFrlSQtm 
last year. 

Financial institutions will 
continue to have access to the 
central bank as lender of last 
resort, but at penal rates. 

At the beginning of this 
month Belgium ended its 
long-established two-tie#, 
exchange rate for the Belgian' 
franc mid reduced to 10 per 
cent from 25 per cent the with- 
holding tax levied ou interest 
income. 

The moves in the bin market 
are aimed at separating the 
Government’s funding needs 
from control over monetary 
conditions - which will be 
accomplished through the type 
of open market operations now 
common in other markets. 

The programme, which will 
be Introduced In consultation 
with the Belgian banking 
industry, will draw on the 
experiences at the City of Lon- 
don during the Big Bang 
financial market deregulation 
of 1986 and the progressive 
expansio n of the Bundesbank’s 
open market operations daring 
toe 1970s and 1980s. 

The Belgian authorities will 
begin discussions in the 
M rtmwi on ending restrictions > 
over such retail financial ser- 
vices as mortgage lending and 
savings rates. * 

The moves partly reflect 

jm Kt ir al feririmre to give 

National Bank a bigger role to 
running Belgium’s economy 
after Mr Atoms Yesphwtse, a 
former close aide of Mr WUfr- 
led 'Martens, pri me minister, 
took over last July as bank 
governor. The deregulation 
drive has also been made pos- 
sible by a significant improve- 
ment to economic conditions. 

Belgium’s gross national 
product grew by 4JS per emit 
to real terms last year with 
relatively low consumer price 
inflation of JLl per cent. 

Belgium last year ran a cur- 
rant account surplus estimated 
at B£rl50bn or 2-3 pm* cent of 
GNP after a BFrl28bn surplus 
to 1988. However, it is thought 
this was more than offset by 
an outflow of capital- One 
argument for deregulation is 
to stem the outflow. 

Another reason for opening 
up Belgian financial markets 
to foreign er s is to reduce the 
cost of servicing Belgium’s 
high national debts. They 
believe current nan-inflation- 
ary growth should attract for- 
eigners to Treasury bills and 
pi wmmmt bonds. 


G30 seeks 
to extend 
influence 

By Richard Waters 


ATTEMPTS to upgrade 
clearing and settlement 
systems to the world’s l patting - 
equities markets should be 
extended to derivative mar- 
kets as wen, according to rep- 
resentatives at toe Group of 
30’s conference on settlement 
systems to London, yesterday. 

The G30 meeting was wfiwl 
to assess progress on the adop- 
tion of its recomme ndations 


Lora ttfeharuson. rimh-mwn 
of the group awl form or gover- 
nor of the Bank Of En gland, 

said representatives were 


of toe nine recommendations 
that the G30 had. made. 

Representatives urged the 
steering committee which had 
carried out the work, under 
Mr John Reed, chain-man of 
Citibank, to extend its brief to 
cover derivatives markets and 
to push for higher standards 
in toe cash, nmrkets. 

It was felt that requiring 
settlement to take place three 
days after a transaction was 
unsatisfactory. Mr Richard 
B reede n, chairman of the US 
Securities and Exchange Com- 
mission, said after the confer- 
ence that settlement “should 
be as close to real-time as we 
can make it* * 

However, the G30 is 
uirilkely to e x te n d its already- 

ambitions Wtf owwMwlaHnii<; 

atop clear headway has-been 













23 



Ifpppj 


: • *■ .r >.' 

Lv f -'< ; * * /■•* •• ' •• *- -r - 


. < > 


:- <.— ' .- - - * »>/■';. -^ 


•^.l «•>:.-.• '. r ] 






G-’’ 


v , *•'-', 


,*v^ • ’•<**.-• *• • ;•- » - 


>.♦?? 




INLAND MONTAGU JS THE iNTEMN^ONAL AND INVESTMENTT BANKING ARM OF MIDLAND GROUP 

. MlbllANiD MONTAGU VENTURES IJMTTED, A MEMBER OF IMRO. : 


M‘ 

M 

I 

O 

D 

N 

JL 

T 

■A 

A 

N 

G 

D 

U 


jK 


V M Mo ton 


144 billion lire buy-out 


Italy 


in 


^•r— . 


Financed in Europe 


■ 


















FINANCIAL, TIMES THURSDAY MARCH 


INTERNATIONAL CAPITAL MARKETS 


Strong rally in Europe 
helped by short closing 


Italian bonds search for a 


Haig Simnnian on why investors are taking, a closer 


wider audience P 

i 

look” at Milan’s debt markets 


By Andrew Freeman in London and Karen Zagor in New York 


EUROPEAN government bond 
markets enjoyed stronger trad- 
ing yesterday as the pessimis- 
tic sentiment of recent weeks 
appeared to ease. 

Investors looking to reduce 
or close short positions vent 
Into the markets seeking stock 
and helped prices gain more 
than a point 


BENCHMARK GOVERNMENT BONDS 


Price Change Yield 


I taly's stock market may 
stiH be tidy business for 
foreign investors, but signs 
are that international interest 
in Italian, government bonds - 
the fhirdhiggest government 
bond market in the world - is 


Main Italian Government Securities 


Market she h FWauary tBflb (thousand bn fee) 


Total 775 


5-10 years 
346 


01-21 + 09/32 7 X 40 1 X 25 

89 -SI + 19/32 1234 1228 

82-20 +1 112 * 11.14 


US TREASURY * 8J500 

&500 


99-03 + IB/32 6.64 
08-20 +33/32 8.61 


JAPAN No IIS 4.800 
No 2 6.700 


8 X 2702 +0336 728 

89.6830 4-0209 7 J 8 


That is one of the hopes 
expressed in two recent bank 
Studies, both of which indicate 
a new bullishness about the 
Italian economy In general, 
and government debt in partic- 


BONDS 



80j450Q 4-1.600 OlBO 


FRANCE BTAN &000 
OAT 8.125 


903918 4 - 0.167 1073 1077 

806600 4-0670 1006 1028 


Analysts were reluctant to 
suggest a full-scale psychologi- 
cal shift, however, pointing out 
that general buying pressure 
was hugely technical and left 
the markets vulnerable to far- 
ther foils. 


CANADA 

NETHERLANDS 7.500 


89JBB00 +0500 1027 1X72 
89.7200 4-0140 9.13 X15 


. 912978 ' 0.593 1 X 52 1045 


London dosing, 'denotes Now 
Yields: Local mariwt standard 


; dosing 

Prices; US. UK In 32 nds^ others In ■ 


Tedtofcaf Data/ ATLAS Price Sourcsr 


■ THE West German govern- 
ment bond market had one of 
fts best sessions in recent 
weeks yesterday. 

Both cash and futures mar- 
kets ended around one point 
higher on the day in active 
trading driven by position 
squaring ahead of Sunday’s 
elections in East Germany. 

The Bundesbank sold 
DM34L5m of paper at the fix- 
ing as OTmy g" yields feu to 
&99 per cent 

Long-dated bunds performed 
best, with the 7% per cent 
bund main r ing 2000 fixed In 
the morning around 30 pfen- 
nigs higher at 92J95 to yield 
&94 per cent 

Other 10-year issues 
recorded better gains of around 
60 pfennigs at the fixing. 

As the session went on, 
bonds gained a further 40 pfen- 
nigs, pmWng nnar their highfl 


adopt neutral weightings 
ahead of next week's Budget 
As in Germany, long-dated 
issues were in most rirnnanri , 
The 11% per cent benchmark 
gilt maturing 2003-07 gained 
around % point to 99% to yield 
11.83 per cent, a strong 
improvement after its 12 per 
cent lows earlier in the 
week. 

At the mid-point on the 
maturity curve, the 10% per 
cent gilt maturing 1993 gained 
around ft point 


benchmark No. 119 issue .was 
yielding 7.3 par cent, against 
7.325 per cent at Tuesday’s 
dose. 


■ THE French market fol- 
lowed the trend, with most 
bond prices gaining a paint in 
active trading. 

The benchmark 8-8 per cent 
OAT maturing in 1999 was 
trading at 88.65 to yield 1006 
per emit, against a 10J6 per 
cent yield on Tuesday. The per- 
formance mirrored a 10 basis 
point cut in 19-year interest 


■ IN the UK, the gilts martot 
was led lower by the futures 
and currency markets early on, 
before moving ahead strongly 
as professional traders looked 
to close short positions and 


■ IN Japan, gov er nment h pndy 
improved throughout the day, 
but tailed off towards the dose 
as prices followed events in the 
foreign exchange markets. The 


■ US Treasury bonds rallied 
yesterday afternoon, in spite of 
further evidence that the econ- 
omy is growing slowly, but not 
heading towards a recession, 
according to the Federal 
Reserve's Beige Book on 
economic activity and In- 
flation. 

Although- there was Tmthfag 
unexpected in the Beige Book, 
the bond market frrttf arty 
moved off its early morning 
highs amid the inauspicious 
signs for any further easing in 
monetary conditions. Bv late 
afternoon, however, the Trea- 
sury’s ben chmark 30-year bond 
was up 1ft at 98& yielding 8£0 
per cent, recouping all its pre- 
vious day’s losses. 

The gains were less pro- 
nounced at the short end of the 
yield curve, where the two- 
year issue was up % to yield 
8.69 per cent. Fed funds 
changed hands at their open- 
ing level of 8ft per cent 
through most of day. 


ing with Italy. 

According to Salomon 
Brothers, dose links between 
European currencies mean 
that Italian government paper 
now has unprecedented poten- 
tial as an attractive, but 
largely u ndisc overed, invest- 
ment opportunity for interna- 
tional 

Spurred by their substantial 
need for capital, Italian state 
have' famfl- 

iar 7 i in Euromarket 
over the years. 

Meanwhile, the propensity of 
successive Italian administra- 
tions to spend more than they 
earn - loading to growing bud- 
get deficits - means the Gov- 
ernment itself has regularly 
tawed the international capi- 
tal markets. 

But domestic Italian govern- 
ment paper has tended to be 
much more of an acquired 

faqia, and on* nanafly regar ded 

by foreign institutions as bed: 
left for the cognoscenti, in spite 
of the appreciable interest rate 
p u M wtrmw: available over state 
borrowings from some other 
tdg European countries. 

Neither of *bn» derma , 

the domestic debt mar- 
ket is perfect, and both stress 
the need for substantial 
chang es before it «m nffar the 
attractions of same of its Euro- 
pean neighbours. But both also 


Otfiera 
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3-12 months 
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point out that change is 
already well under way. 

The tnufifional reasons for 
ste mming domestic debt 

are simple. Domestic govern- 
ment paper carried a sizeable 
" risk premium” to compensate 
for the likely exchange rate 
risk from a depredating lira. 
Matters have been exacerbated 
by high domestic inflation in 
fee past, while the absence erf a 
liquid market, especially when 
it comes to in sort 

of size likely to appeal to trig 
international institutions, have 
been forthcr hindrances. 

Add to that a confusing 
array of Instruments, which 
Includes Buoni Ordinari del 
Tesoro (3-12 month Treasury 
bills), Buoni del Tesoro Pollen- 
nali (2-6 year Treasury bonds) 
and Certificatl <fi Credits del 
Tesoro (5-10 year Treasury 
credit certificates), and the dte- 
incentives increase. It only 
takes a complex withholding 
tax structure to cap interna- 
ttonal investors’ reluctance:. 

No one in *bA mtimti financial 
community is so bold as to 
claim that a renaissance Is 
ftn mim mfr But, arguing longer 
term, hikers point to a num- 


ber of developments which 
suggestfhe market is being 
UndmcellllWtWl’. 

RxchangB gate dtfc fa already 
much lower than, hi the past 
thanks to the increasing con- 
vergence of economic and mon- 
etary policies. The lira showed, 
impressive strength against 
the D-Mark for p™* of last 
year, while senior offi c i a ls In 
the Bank of Italy speak 
proudly of a tight money pci- 
icy. 

The deeds fan in January to 
tighten the lira’s EMS fluctua- 
tion rates has been taken as a 
farther token of the. authori- 
ties* commitment to bring 
Italy’s economy more in line 
with its European partners. 
And tiie move to phase out the 
remaining obstacles to the free 
movement of capital by- July 1 
also shows Rome’s new deter- 
mination, It is (tanned. 


S alomon says that "Italy 
could be the single big- 
gest gainer from mone- 
tary union in Europe." At the 
very least “the increasingly 
dose co-ordination of mone- 
tary and economic policy 
among bus countries is creat- 


ing a situation in which Ita li an 
government paper could 
became a much more attrac- 
tive investment internation- 
ally, while retaining much of 
its i n terest rate urerafaia.’’ 

Admittedly, the Government 
stiH has much ' to do. Among 
the so^estioiw being floated 
to encourage. greater efficiency 
in managing the debt moun- 
tain is ‘shifting part of Italy's 
domestic- lira borrowing to 
other EMS currencies. That 
would not only create attrac- 
tive new instruments, but 
could also play a part in 
stretching the; maturity profile 
of- Italian •gofyemment paper. 

As matters stand, govern- 
ment debt amounted to some 
99 per cent of GNP, based on 
Salomon's estimates for 1989. 
While seemingly a huge pro- 
portion, it is in fact less than 
the equivalent figure for 
Ireland (ill per cent) or Bel- 
gium (127 per cent). 

Negative perceptions of the 
. dramatic nature of the Tfaiiian 
government debt "problem” 
are exacerbated by the fact 
that Italian government debt 
currently has an average life of 
just 2 & to three years, against 
5.4 years hr Germany and no 
less than I&9 years in the UK. 
The short maturities mean 
thatdebt equivalent to around 
one' third of GNP most be 
refinanced ***** year. 

Hie situation this year is 
fikely to be particularly acute, 
bunching together redemptions 
equal to no less than 40 per 
cent of GNP.' Salomon says 
that bonds equivalent to 4 per 
cent or 5 pec cent of Italian 
GNP will have to be issued 
each moptb in 1390. 

Reducing the burden by bor- 
rowing in a wider variety of 
currencies would lower the 
overall interest rate burden, 
and thus have the additional 


advantage of cutting the 
amount governments would 
need to borrow In future. it 
argues. Broadening the institu- 
tional investor base and mak- 
ing the market more liq uid i s 
another key part of the strat* 

^Things have already 
improved." under the new offi- 
cial secondary market intro- 
duced last year, notes one 
trader. 

Indeed the primary dealer 
system is likely to be farther 
boosted with the addition of 
the first foreign bank to the 
list shortly. 

H owever, among the 2* 

developments traders 

would still like to see 
is a system of tamd borrowing, 
q nri, in due course, an options 
and futures market in Italian 
government debt to match the 
exchanges already operating in 
London, Paris and Frankfurt 
Although it is possible to 
write over-the-counter options 
or to trade on a forward, basis, 
a formalised market would pro- 
vide much greater security, it 
is qsriri Suggestions for such a 
development have already 
been approved by the Italian 
Senate and are currently 
before the parliament as part 
of a package of wider financial 
reforms. 

“There is a lot of talk so far", 
says (me sceptical dealer. But 
in the present circumstances 
the authorities have enough " 
do to develop the markets 
before having to worry too 
much about discovering deriv- 
atives. 

Italian Public Debt at the 
Dcsmt of Monetary Union - A 
Foreigner’s View, Graham 
Bishop, Salomon Brothers. Ital- 
ian Government Securities, 
Morgan Guaranty Trust Com- 
pany, Milan. 


Nomura to develop programme trading 


Samsung postpones Eurobond Issue 


By Roderick Oram in New York 


Robert Fleming 
hires Capei staff 


SAMSUNG Electronics, South 
Korea’s largest electronic man- 
ufacturer, has postponed its 
first-ever offering of convert- 
ible Eurobonds with equity 
warrants, citing market condi- 
tions, writes Norma Cohen. 


until conditions 


postpoc 
In Asl 


equities markets stabilise. 

Samsung had been making 
presentations to tntematimwl 
Investors in advance of launch- 
ing its planned $75m issue. 

Mr Anthony Norris, of Bar- 
ing Brothers, the und erwrite r , 
said the slide in Tokyo stock 
prices had hit the Korean stock 


w f fa rtl ng mud agunraly 

those issues eligible for pur- 
chase by foreigners. Foreign 
investors cannot buy Korean 
stocks outright until moa, but 
are allowed to participate in 
the markets via derivative 
products such as co n vertibles 
and equity warrant bands. 


NOMURA Securities has 
targeted programme trading; 
the controversial technique 
accused by some of periodi- 
cally rattling global equity 
markets, as a key skill it needs 
to develop to serve clients 
around the world. 

Nomura Securities Interna- 
tional, the US arm of tiie Japa- 
nese firm which is the world’s 
largest securities house, has 


hired Mr Joseph Schmuckler, a 
leading n riWT awime trading 

exponent, away from Kidder 
Peabody to spearhead its drive. 

Mr Schmuckler, 29, 
r en owned as a highly aggres- 
sive trader, is the third such 
expert Nomura has hired in 
recent weeks. Mr Ifike Berman 
j oi n ed as haari of its fixed-in- 
come d erivative products and 
Mr Brian McVeigh as head 


of equity proprietary products. 

Nomura has little experience 
in programme trading in the 
US or Japan. Because it is rela- 
tively new to the Tokyo mar- 
ket, three US firms, drawing on 
their experience at home, vir- 
tually monopolise futures-re- 
lated equity trading there. 

The steep fedine of Tokyo 
stocks this year has been 
blamed by many people an. pro- 


gramme trading. A more tangi- 
ble cause, though, has been ris- 
ing interest rates and concern 
over Japanese economic policy . 

For its own account and its 
etignta, Nomura will engage in 
stock index arbitrage, the most, 
co n troversial progr am me trad- 
ing technique. But it wlH stress 
more heavily other services, 

such as international tr adin g 
of stock portfolios. 


THE London securities arm of 
Robert Fleming, the UK mer- 
chant hank, lw« hired a team 
of traders of UK equity-linked 
products from James Capel. 
the agency broker subsidiary 
of Hongkong and Shanghai 
Bank, writes Andrew Freeman. 


It will trade UK warrants, as 
weH as warrants and convert- 
ibles for UK companies trad- 
ing in the Euromarkets. 


LONDON MARKET STATISTICS 
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UK COMPANY NEWS 


Buoyant art market helps auctioneer’s sales break through the £lbn barrier 

Christies shows 58% advance to £66.9m 


By Clara Pearson 

SALES 07 Christies 
International, the auctioneer, 
last year passed the £lbn mark 
for tiie first time reflecting the 
continued buoyancy of the art 
market 

After a 71 pear cent increase, 
sales totalled £L33bn. 

Pre-tax profits for 1989 rose 
58 per cent to £66 .94m 
(£42.48m), translating into a 
rise in earnings per share to 
23-37p (14.76p). A proposed 
final dividend of 6p makes far' 
a hefty 68 per cent increase in 
the total to 8p (4.75p). ■ 

Mr Christopher Davidge, 
Christies managing director, 
ssjd sales in the first ten weeks 
were ahead erf the equivalent 
period last year, altHnngfi the 
company was not yet into the 
important auction period. " 

He said 1989 had semi a con- 
tinued broadening of irirwin 
of new buyers coming into the 
art market, as well as an 
increase in tnoii- numbers. Fre- 
quently, they focused on con- 
temporary works, which was 
reflected zn the leap in sales in 
this emerging category. 


source of supply as well as 
demand for art. Mew York’s 
share of total sales rose to 53 
per cent 

The company went on a 
A recruitment drive during the 
year, effecting 19 senior inter- 

Claims rise fails 
to halt Trade 
Indemnity 

By Peter Montagnon, 

World Trade Editor 

Pre-tax profits at Trade 
Indemnity, the credit insurer, 
rose 36 per cent in 1989 to 
£17.2m in spite of a sharp 
increase in business failures. 

Announcing its results yes- 
terday, the company said It 
paid out a record gL4m in 
clai ms du ring 1989, up £8m on 
the previous year. 

UK badness failures notified 
to the company last year rose 
by 21 per cent and a farther 
increase is expected In 1990 so 
rl»hn payments are once again 
expected to be high this year, 
according to Mr Richard Dug- 
gan, manag ing director. 

However, the uncertain bust 
ness climate was also karting 
to higher premium inmim as 
rates hardened .and more cam.-- 
panitu sought insura n ce cover; 
he added. Last year premium 
income was £98-6m (£87-2m). 

Premium income from 1 
export credit insu rance grew 
Elm to £7.8m, Mr Duggan said. 

A proposed final dividend of 
L 22 p makes L9p for the year, 
up 38 per cent Earnings rose 
40 per emit to l(L29p. ■ 


mfl promotions 18 e xterna l 
appointments!. These ' ’ cufani- - 
Dated - In January in the 
recruitment of :Mr!.Emmanael ; 
de Margetie, former US ambas- 
sador to France. . 

Increased staffing costs were, 
reflected in increased adminis- 
trative .expenses, which rose 
from £27U5m to £42j67to. But 
with' net. cadh .'rising .to' rsswn;- 
net interest income reached 
£5-Q9m(£2.09m). 

On the stake in ' Christies 
held, by ADT - : recently 
increased from 8£ to. B-.fi. per ; 
cent -■ Mr Davidge • said:'; 
“Michael Ashcroft (APT’S. . 
chairman) frequently trades . 
sharer I snouM think be * 
thinks we are a good invest--, 
jnent" - , . ........... 

Aska fatemafiflPaLlfaefJ a pe- 
nese finance and Insurance 
company headed by IfrYaain- 
ichi Maris hits, last-autumn 
bought a 6LS per rmikfhnlftiyig , J 

• • f I • ■ 

Sotheby’s Holdings,.. Chris- 
ties’ bigger competitor,' which 
is Kstedin Londoa and New 
York, also yesterday 
announced mrdited results for 
last year M^iijwnfag prelimi- 
nary figures showing an &2 per 
fwit increase in hwi^io to 
from $62m to' $113ra (£70m). ‘ 
Sotheby’s increased total divi- 
dends fbr the year to $l-13r 
almost double 1968's payment. 
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Christo 

Share price (pence) 
.350 


SO 
SepOT IS 


SALES BREAKDOWN 

^aieaory £m +% 


534 88 

141 . 58 

117 143 

OS 125 
92 9 

*83 51 

74 38 

73 28 

72 SI 


A modern art 
Ober pictures 


Drawings 8 


The Cassandras continue to 
look in vafn for signs that the 


Templeton Emerging 
plans £ 18 . 3 m rights issue 


ByNBddTalt 

TEMPLETON Emerging 
Markets Investment Trust, 
which came to the market via 
an offer far subscription last 
May, is . planning r to raise 
another -£lfi.3m via a rights 


Sob Hadley 

Christopher DavMgie: fw nautetrlug - nf Kirygr* fa tfw art nimtot 


art market boom is about to go 
into dedlnn There were signs 
of teerftsririg select i vi ty at the 

top-end at* last November’s 
New York sales, but that was 
'hsrJiy surprising considering 

the huge increase in the over- 
all volume of the sales. Never- 
theless, thong* 1 this is notori- 
ously difficult to predict, no 
mw c ur r e n tly dar es to expect 
1990 will equal 1989*8 stagger- 
ing advance at Christies. One 
main reason is that supply is 
Just as important as demand in 
the business, *nH it is 

hard- to bnagine such a fartu- 


The trust is one of the rare 
creatures within -its sector 
which has seen its shares gen- 
erally trwfa at a premium to 
underfaring net asset value. As 
a result, such a move is possi- 
ble. 

The terms of the lmderwrft- 
ten rights issue, far ordinary 
- shareholders,' are one new . 

at 633p far every ten shares 
held. Convertible stockholders 
are oftemii nrw new wrti fair ■ 
every £10 tmiih trial of convert- 
fble stock. - 

Bach new unit comprises 


Rex 


Rex Williams Leisure is 
continuing with its disposal 
programme; this includes the 
sale and le aseback of property 
surplus to the group’s require- 
ments, raising £400,000. to 


five ordinary shares and 2.19 
warrants. The rights price 
compares with a net asset, 
value at end-February of 
126.11p per share. If the -value 
of' the warrants is excluded 
from the units, the ri ght* price 
is at a very modest premium to 
underlying asset value of the 
shares. 

The company said that there 
were still attractive investment 
opportunities and the addi- 
tional funds -will he invested In 
line with already-stated aim*. 

At end-February, the trust 
had holding *!- in some 15 coun- 
tries, ranging from New Zea- 
land to Chile. The largest geo- 
graphical w wightfagR were in 
Mexico, Turkey and Hong 
Kong. About 7.5 per cent of 
assets were in Uqukt form. 


he completed later this month. 

- Company, has also brought 
forward the outstanding pay- 
ments on the sate of its Poly- 
fast - subsidiary bringing in 
£360400. 


Vintage motor 


itons flow of big collections 
onto the market tor a second 
year in succession. For 
another, the company’s mar- 
gins will under pressure from 
the costs of its new personnel 
— although the accumulation 
of yet more cash will work to 
offset this. It is probably safe 
to expect a pre-tax result not 
much better . than last year’s. 

The shares stand on a pre- 
mium protec ti ve p/e of about 
13. This is where they should 
be, underpinned by the pres- 
ence of those two art coIIectorB 
Mr Ashcroft and Mr Marishita. 


Hunter 

Saphir 

warning 

By Clay Harris, Consumer 
Industries Editor 

HUNTER SAPHIR, the food 
group in which Berisforit 
International has a 20 per cent 
state, is to buy Ten Does- 
schate, a Dutch herbs and 
spices supplier, for up to 
SlSAm cash. 

ft also warned that pre-tax 
profits in the second half of 
the year which ended on Feb- 
ruary 28 would be lower than 
the £2.95m reported in the 
same period of 1988-89. Hunter 
Saphir shares dosed 4p lower 
at ll4p. 

Mr Nicholas Saphir, chair- 
man, MawwJ lha p wn ff ta faH mi 
a fire at British Pepper and 
Spice’s factory at Northamp- 
ton. 

The first instalment of 
insurance money would not 
n ff«at the decline, he He 
gave no Indication how fall- 
year profits would compare 
with the £6.05m achieved In 
1988-89. . 

Hunter Saphir is paying an 
initial £13. lm for Ten Does- 
schate, which sells herbs and 
spices under the Euroma 
brand and private labels. 

The Dutch group has war- 
ranted operating profits of at 
least FL4.7U1 <£L5m) tor 1989. 
Additional payments are 
linked to fatme profits. 

The UK company also plans 
to sell its 605-acre farm near 
Mriiht om>, Wont Mi- Saphfr’s 
personal purchase of 110.6 
acres Is snitfect to shareholder 
approvaL 

Hnnt pr Saphir is Berisford’s 
poison peppercorn. Voting 
rights over the 20 per cent 
state are controlled by two 

Hwntor .QapMr directors. 

By agreement between the 
two companies, If control of 
Berisfbrd passed to unfriendly 
hands. Hunter Saphir could 1 
force the new owner to sell the 
state to its stockbroker at a 
Jimmini to the market price. 


Flushing clarifies 
Berisford position 


By Clay Harris 

BERISFORD International, the 
troubled sugar and property 
group, was not referring to Mr 
Larry Goodman, the Irish agri- 
businessman, when it said last 
week that it was in prelimi- 
nary talks which could lead to 
a takeover bid. 

Flushing, a Goodman com- 
pany, said yesterday it had 
raised its stake in Berisford to 
12.67 per cent with the pur- 
chase of 250,000 shares on 
Tuesday at' I48p each. 

In the disclosure, made 
under Rule 8 of the Takeover 
Code, Flushing said It was not 
an associate of the ■‘offeror.” 

Because of that statement, 
the Takeover Panel said yester- 
day it would be very concerned 
if Mr Goodman turned out to 
be the party which Berisford 
referred to on Friday. It has 
been established indepen- 
dently, however, that he is not 

Note 12 to Rule 8 of the Code 
states: M If a potential offeror 
has been the subject of an 

ann n unrpmpn t that failles are 

taking place (whether or not 
the potential offeror has been 
named) or has announced that 
he is considering making an 
offer, the potential offeror and 
persons acting in concert with 
it must disclose deal- 


ings . . . and such disclosures 
must include the identity of 
the potential offeror." 

ft is possible that Mr Good- 
man »nd Berisford have subse- 
quently made contact. Beris- 
ford’s advisers said yesterday 
negotiations with the original 
unnam ed party were continu- 
ing and expressions of inter- 
ests had come In from other 
sources. 

Associated British Foods, 
which owns 23 per cent of 
Berisford, has received 
answers to its questions about 
any links between Berisford 
directors and the company’s 
Manhattan property invest- 
ments. 

Mr Ari MarguUes, son of Mr 
Ephraim MarguUes, who 
resigned as rhairman last Fri- 
day, h»* a amaii indir ect inter- 
est in one property. The syndi- 
cate in which the younger Mr 
Margulies has a 1 per cent 
stake has not, however, been 
bought out by Berisford, as 
were other partners. It was 
also confirmed that Mr Howard 
Zockerman, chief executive of 
Berisford’s US subsidiary, and 
two of the outside partners 
invested together in other 
property deals not related to 
Berisford. 


Alphameric forecasts £llm loss 


By Vanessa Houlder 

Alphameric, the troubled 
keyboard and terminal manu- 
facturer, yesterday accompan- 
ied a forecast of an £Uxn loss 
for the year to the end of 
March, with news of a rights 
issue, a major divestment and 
top-level management chang es. 

The company is selling its 
data broadcasting business to 
British Aerospace for £2.25m, 
which will reduce group bor- 
rowings of about £8m by Efim. 
It has also launched a £3.6m 


rights issue at 5p per share cm 
a 18-for 5 basis. 

These moves follow a strate- 
gic review carried out by Octa- 
gon Industries. Mr Geoff Bris- 
tow, managing director Of 
Octagon will become chair- 
man, Mr Rodney Homsteln 
becomes chief executive and 
Mr Robb Wilmot becomes a 
non-executive director. Mr 
Douglas Craig-Wood, the pres- 
ent Chairman, will become a 
non-executive director. 


NOTICE OF REDEMPTION ’ 


MORTGAGE FUNDING NO. 1 PLC 

Class AT Mortgage Backed Floating Bate Notes ■ 

Due March 2020 

NOTICE IS HEREBY GIVEN to Bankers Trustee Company Limi ted (the “Trustee") and to 
the holders of the Class A-l Mortgage Backed Floating Rate Notes-Due March 2020 { the “Class 
A-l Notes”) of Mortgage FuiwHngCorporaiiQnNo.lPljt (the “JBSuer^)that^pursuant to thelhist 
Deed dated 31st March, 1988 (the “Trust Deed”), between the Issuer and tbeTrustee, and the 
Agency Agreement dated 31st March, 1988 ( the “Agency Agreement”), between the Issuer and 
Morgan Guaranty Trust Company of New York (the “Principal Faying Agent") and others, the 
Issuer has determined that in accordance with , the Redemption provisions set out in the Thaos 
and Conditions of the Class Arl- Notes, Available Capital Fonda as defined In the Terms and 
Conditions in the amount of £21,000,000 will be utilised bo 30th March, 1990 ( the “Redemption 
Dare”) to redeem a like amount of Qasa A-l Notes. The C3aas A-l Notes selected by drawing 
in lots of £100,000 for redemption on the Redemption Date at a redemption price (the “Redemption 
Price”) equal to their principal amount, together with accrued Interest thereon are as follows: 

OUTSTANDING CLASS A-l NOTES OF £10<M)00 BAOT REARING 
THE DISTINCTIVE SERIAL NUMBERS SET OUT BELOW 
Bearer Note* 


5 

146 

362 

394 

499 

568 

705 

828 

937 

1027 

1147 

1259 

1352 

1451 

1608 

? 

152 

278 

417 

504 

576 

717 

831 

939 

1033 

1157 

1267 

1350 

1453 

1615 

13 

164 

268 

418 

519 

579 

718 

836 

942 

10SU 

1160 

1273 

1360 

1466 

1639 

26 

166 

296 

430 

520 

591 

725 

840 

944 

1052 

1173 

1283' 

1366 

1468 

1632 

33 

177 

319 

422 

530 

610 

728 

841 

950 

1066 

1190 

1287 

1368 

1473 

1669 

40 

189 

331 

453 

532 

620 

736 

863 

953 

1060 

119* 

1292 

1389 

1491 

1676 

61 

196 

340 

461 

S34 

633 

740 

856 

953 

1063 

1203 

1297 

1377 

1526 

1685 

64 

200 

345 

465 

539 

638 

744 

877 

955 

1072 

1223. 

1315 

1385 

1534 

1692 

96 

206 

347 

472 

540 

639 

778 

884 

987 

1095 

1224 

1319 

1397 

1539 

1696 

106 

207 

349 

473 

544 

645 

781 

901 

990 

1097 

1225 

1320 

1400 

1544 

1704 

106 

317 

353 

474 

546 

658 

790 

913 

996 

1104 

1233 

1324 

1411 

1545 

1713 

113 

223 

383 

466 

550 

668 

796 

915 

999 

1126 

1249 ' 

1339 

1412 

1565 

1730 

123 

243 

385 

487 

551 

678 

826 

919 

1000 

1130 

1251 - 

1346 

1429 

1579 

1737 

139 

259 

392 

494 

557 

7U2 

837 

928 

1019 

1141 

1252 

1350 

1442 

1581 

1743 


The Class A-l Notes may be surrendered for redemption at tbe specifie d office of any of the 
Paying Agents, which are as follows: 

Morgan Guaranty Trust Company Monad Guaranty Thist Company - 

ofNew York. ofNew York 

PO Box 161 Avenue dea Art* 35 

I Angel Court ^ B-1040 Brussels, Belgium 

Lon on EC2R <AE Morgan Guaranty Thrat Company .• 

Union de Banques Suiases ofNew York . 

i Luxembourg) SA 30 Wes* Broadway. 

36-33 Grand-rue ... New York. New York. 10015 

L-201 1 Luxembourg Attn: Corporate Trust Operations • 


In respect of Bearer Class A- 1 Notes, the Redemption Price will be paid upon presentation and 
surrender, on or after the Redemption Date, of such Notes together with all unnurtured coupons 
and talons appertaining thereto. Such payment wiU be made (i ) in sterling at the specified office 
of the Paying Agent in London or (fl) at the specified office of any Paying Agent listed above 
bv sterling cheque drawn on, or at the option of the bolder by transfer to a steriing account 
maintained bv the payee with, a Town Clearing branch ©f * bank in London. On or titer the 
Redemption Date interest shall cease to accrue on the Qasa Arl Notes which ate the subject 
of this Notice of Redemption. 


Dated: 15th March. 1990 


MORTGAGE FUNDING CORPORATION NO. 1 PLC 

Bp MORGAN GUARANTY TRUST COMPANY 
O? NEW W5RK, at Principal Paying Ageal 


NOTICE 


Withholding of 20% of grass redemption proceeds of any payment made within the United 
State* fa required by the Interest and Dividend Thx Compliance Act of 1963 unless the paying 
acencv has tbe correct taxpayer identification number (social security or employer Identification 
number) or exemption certificate of (he Payee. Please furnish a properly completed Form Wfl 
or exemption certificate or equivalent if presenting your OasaA-1 Notes to the paying agency’s 
New York Office. . 
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Chairman says Rover deal was not ‘end-of-season free transfer’ 

Aircraft help BAe rise to £333m 


By Paul Betts, Aerospace Correspondent 

BRITISH AEROSPACE 
yesterday reported a 29 per 
cent rise in 1389 pre-tax profits 
from £259m to £333m and. at 
the same time, defended its 
takeover of Rover Group, 
claiming that the negotiations 
for the car maker had been 
conducted openly and in good 

Professor Roland Smith, BAe 
chairman, said the company 
had not received any formal 
representation from the 
Department of Trade & Indus- 
try or the European Commis- 
sion to "alter the terms and 
conditions of our legally bind- 
ing agreement". 

The all-party Commons 
Trade & Industry Select Com- 
mittee ia looking at £38m in tax 
“sweeteners" granted to BAe 
during its 1388 acquisition of 
Rover. 

On the Rover issue. Profes- 
sor Smith said BAe would “do 
whatever is required by the 
law. We have said that from 
the start.” He added: “The 
board of BAe negotiated in 
good faith In a totally open 
wanner with ministers for the 
purchase of the Rover Group. 

The Impression has been con- 
veyed that the sale was treated 
as an end-of-season free trans- 
fer or a deal between frie nds , it 
was of the kind.” 

Rover contributed £64m in 
1989 to BAe's trading profits at 



BobHadta? 

Profes so r Smith: “The board of BAe negotiated in good faith* 


£441m- 

Mr Dick Evans, BAe's chief 
executive, said that the strike 
over working hours at three 
BAe plants had cost the com- 
pany £28m last year. This cost 
was offset against the E88m 
gaina from the y»ig of stakesin 
DAF and Istel Holdings. Excep- 


tional items thus contributed 
£40m to pre-tax profits. 

Although BAe could face 
heavy claims front other Air- 
bus partners for the costs 
incurred b y the European air- 
craft consortium as a result of 

the gtrikft, Mr EvaOS SHid.th** 
company would vigorously 


reject any such riahng. 

BAe’s commercial aircraft 
division returned to p ro fit last 
year with a trading profit of 
£15m (fosses £38m). Mr Evans 
said the company continued to 
be encouraged by the growth 
prospects of the commercial 
aircraft business. Despite the 
Impact of the strike, commer- 
cial aircraft sales rose to £L4bn 

^Trading profits from 
defence-related activities 
totalled £300m (£298m) on safes 
of £3A4bn (£3J6bnX As expec- 
ted, weapons and electronic 
systems saw trading profits 
decline to £74m in 1969 from 
SllSm the previous year while 
military aircraft earnings rose 
to £226m from EL83m in 1968. 

Professor Smith also said, the 
gro u p intended to pursue its 
policy of developing interna- 
tional alliances and 
its presence in international 
markets. TUs was at the same 
ttmg as continuing to broaden 
the overall base of its busi- 
nesses. He said BAe was espe- 
cially interested in a strategic 
oTKarww in the US. 

Overall, group turnover rose 
59 per cent to £9D9bn (£5.7ibn) 
while earnings per share rose 
to 8&8p (62p). The directors 
have proposed a final dividend 
of 246p to make a total of 22.7P 
(20.6p) for the year. 

See Lex 


Rover trading profits lower at £64m 


By Kevin Done, Motor Industry Correspondent 


ROVER GROUP, the vehicles 
subsidiary of British Aero- 
space, barely improved its slen- 
der profit margin last year and 
remained one of the least prof- 
itable car makers in Europe 
despite record overall flemaria 
in the European new car mar- 
ket 

The formerly state-owned 
Rover vehicle operations, 
taken over by BAe in August 
1988, achieved a trading profit 
of £64m - Including profits 
from related companies - last 
year. This was a slight fall 
from the E65-7m of 1988. 

Mr Dudley Eustace, BAe 
finance director, said that 
Rover’s underlying trading 
profit, excluding profits from 


related companies — such as 
DAF, Istel and Unipart — 
increased to some £51m last 
year from £4lm in 1988. 

Rover’s profits from related 
companies fell to £13m com- 
pared with £25m in 1988 follow- 
ing the reduction in its stake 
in DAF, the Dutch truck 
maker, from 40 to 16 per cent 
and the sale of its 24 per cent 
stake in Istel, the software 
house. 

These deals raised £68m in 
exceptional profits. 

Rover tur no ve r rose by &4 
per cent to £3.43bn - 38 per 
cent of BAe group turnover - 
from £3-22bn a year earlier. 
Rover’s export sales increased 
by 16 per cent to £l.06bn 


against £908m in 1988. 

BAe’s deal with Honda, 
under which the Japanese car 
maker was due to take a 20 per 
cent stake in the Rover vehicle 
operations, should be com- 
pleted by mid-May, said Profes- 
sor WnWinfl Smith, BAe chair- 

man 

The deal was originally due 
to be completed by the end of 
last year. 

BAe refused to disclose 
whether the Rover car 
operations were in loss last 
year, but it is dear that the 
lion's share of Rover’s trading 
profit was derived from the 
increasingly successful Land 
Rover four-wheel drive busi- 
ness. 


BAe Is hopeftil that Rover’s 
p ro fit s win pick up In 1991, fol- 
lowing a series of costly new 
product launches in late 1989 
and 1990 including the Rover 
200/400, a revamped Metro, the 
E-Series gnginft and the Tjmd 
Rover Discovery. 

Rover’s production of cars 
and cardertved vans fen by 8.7 
per cent last year to 456493 
from 473,750 in 1988. 

In stark contrast the for- 
tunes of the Land Rover 
four-wheel drive operations 
flourished last year with a 19 
per cent increase in production 
to 55,000 from 46,250 in 1988. 
The division achieved record 
Rover sale6 with a 16 
per cent increase to 28JI96. 


TTT’ 



Hillsdown Holdings pic 


Highlights of the year ended December, 1989 


30% Increase in Pre-tax Profits to £19 5. 6m 


sfc 17% Increase in Earnings Per Share 
^ 20% Increase in Dividend for the year 


Six-year Earnings Per Share Performance 
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HILLSDOWN HOUSE, 32 HAMPSTEAD HIGH STREET, LONDON NW3 1QD 


Beazer up 
16 % in spite 
of tough 
UK market 
conditions 

By John Thornhill 
RKAzgft, the housebuilding 

and construction company* 
lifted pre-tax pr ofi ts by 16 per 
cent from £54£m to £83m in 
the rix months to December 31 
1989, In spite of toogh market 
conditions in the UK. 

Bearer’s UK housebuilding 
interests w ere badly hit by the 
dow n t ur n in the housing man- 
ket and the dMskm’s operat- 
ed! by £l&2m to 


But tills was more than off- 
set by a strong contribution 
from its building materials 
interests, jaripilng the former 
Hoppers business, and. a 
return to profitability 
by its contracting 
operations. 

The company — which 
rinhM to be the fourth largest 
housebuilder in the UK - sold 
2J3S4 units during the period 
and said its target remained 
5,500 for tiie year. 

Mr Brian Beazer, chairman, 
estimated that the overall 
market had fallen by about 
20-25 oer but said IH 1 ”* 
had experienced only a 10 per 
cent decline because of its 
wide geographical spread and 
its eup no n re to the first time 
buyers’ market, which 
had been less severely 
affected. 

Bearer’s co n t ra cting activi- 
ties, which recorded a loss of 
£5.4m in the comparable 
period after its French Kier 
aMfluy gnt into diftiwalties. 
recovered strongly notching 
np trading profits of 
aodftn. 

Mr Beazer said the compa- 
ny’s building material 
operations bad reported an 
excellent performance as trad- 
ing profits grew from £55.1m 
to £62m. 

He said the company had 
substantial interests in Calif- 
ornia and expected to benefit 
from the incre as ed volume of 
Infrastructure work following 
the fo n Francisco Bay earth- 
quake. 

Net debt at the end of 1969 
was £1.03bn compared with 
n at the beginning of the 

lintf and th* rmnpany said it 
would not come down substan- 
tially by the end of the inw—it 
year. 

Mr Beazer defended the com- 
pany’s decision to diversify 
in to the US as a sound one and 
said that its asset base and 
spread of businesses augured 
well for the future. 

•We have a robust business 
which will still be robust even 
bMb the most pessimistic of 
assumptions,” be said. 

Turno ver r ose sharply to 
£L16bn (£777 3m). The direc- 
tors declared a 10 per cent rise 
in the interim dividend to 2.7p 
(2.45p) while fully diluted 
earnings per share were 16 per 
cent ahead at 13.0 lp 
(U-23p). 

Bearer's shares firmed 5p to 
■lS8p yesterday. 


USDC assets rise 

USDC Investment Trust net 
asset value per £1 ord in a r y 
was 2L2Jp at December 31 
1989 against 155.7p a year ear- 
lier. Net revenue for period 
21.8m (£l.46m) and earnings 
per share 4.92p <3-98p>- The 
final dividend Is 2£5p 05p) 
for a SRSp (3£p) total. 


Hillsdown matches analysts’ 
expectations with £195.6m 


By NUdd Taft 

DESPITE its exposure to the 
difficult property, housebuild- 
ing and furniture markets, 
Ellsdown Holdings yesterday 
unveiled pre-tax profits for 
1989 of £l95.&n, roughly inline 
with analysts' estimates. 

However, the figure bene- 
fited from an £8m pension holt 
day, which the group expects 
to continue for “the foreseeable 
future" but which analysts 
generally had not factored into 
their forecasts. The shares 
slipped to 246p in spite of a 
email share boy-back by the 
company. 

The pre-tax profit compared 
with £L50-9m for the previous 
year. However, direct parallels 
are complicated by acquisi- 
tions ana disposals - notably. 
Premier Brands, which made a 
six-month contribution in 1989, 
while tiie Cartwright Brice sta- 
tionery business was sold in 
September. A majority stake hi 
Hunter, the timber business, 
was also sold in August 2988. 

Earntoes nor share rose by 
17 per cent to 29Rp (2S-3p) on a 
fully-dfluted basis. The figure 
was affected by Hfflsdown’s ris- 
ing tax charge, up from 173 to 
20 per cent last year. The 
group expects the tax charge to 
rise by roughly 4 percentage 
points a year. 

The dominant food business 
b enefite d from a sharp second 


half recovery within the poul- 
try and eggs division, with 
only the US poultry operations 

still difficult 

Premier contributed £23m, 
several million below expecta- 
tions, doe to the jump to tea 
prices, which hit its Typhoo 
brand. But other business gen- 
erally Cared well 

fc furniture, disposals made 
direct comparison Impossible, 
but, adjusting for this, profits 
were rou g hly in line between 
the two years. Hillsdown 
expects a difficult year ahead 
on the domestic front, but 
points to its sizable office fur- 
niture business, which bas 
proved mare resilient 

It also warned erf a downturn 


year, although the num ber of 
plots developed would increase 
from about 900 to 1,200 1 and ft 
has generally been adding to 
its land-bank. 

The interest charge was 
£38 An (S44.UD). with year-end 
gearing little changed at about 
62 per cent. Capital expendi- 
ture last year was about £120m, 
but is expected to tall slightly 
in the current 12 months. 
Aside from Premier, some 
£150m was spent on acquisi- 
tions, mainly fairly small-scale 
- a pattern which Hillsdown 
expects to continue. 

The WTtui dividend Is 5.4p 
(45pX making 7-2p (6p> for the 
year. 

See Lex 


r ~ — 

RESULTS BY DIVISION 

1 

Division 

Sales 

Trading 

(Ebn) 

profit (Ebn) 


1989 (88) 

1989 (88) 

Food processing/ 
dMrfbuHon 

1.44 {1.18} 

95j4 (51.9) 

Poultry ft eggs 

0.76 (0.71) 

2<L4<1&4) 

Frwh meat 

A bacon 

0.75 (BM) 

25.4 (21.6) 

FmRun 

(LSI (0.68) 

244 (4&3) 

HousebuflcSog/ 
property * 

024(0.16) 

57 JO (43-0) 

Specialist 

operations 

0.17 (Q.18) 

1Z9 (14.1) 

Lew bead 
office costs 


3JB (3.1) 

Total 

3L69 (3-55) 

231.9 (1*L0) 


SeaCon confident on agm 


By Andrew Hill 

MR JAMES Sherwood, 
president of Sea Containers, 
may face tough questions at 
today’s anonai meeting of the 
ferry and container group 
about his defence of the com- 
pany during a year-long take- 
over bid, and his plans for its 
f utur e. 

Sea Containers, however, is 
confident about the outcome of 
the meeting, which is generally 
pT pftrtBri to end the yearlong 
straggle for control af the com- 
pany. It cleared one obstacle 
yesterday by withdrawing from 
a deal to sell its tank contain- 
ers to Itel Corporation, and 
agreeing to pay the US com- 
pany U38m in compensation. 

The Rel deal was part of Sea 
Containers’ ori ginal asset dis- 
posal defence against a hostile 
yi.iZhn bid from Tiphook, the 
UK container rental group, and 
Stena, a private Swedish ship- 
ping company. But in January, 
they said they would drop, their 
H 22hn hnstfls bid for Sea Con- 


tainers, and replace it with a 
JLibn plan to buy certain 
assets from Sea Containers, 
which owns Sealink British 
Ferries. 

Sea Containers had already 
agreed to pay $5m compensa- 
tion to Genstar, one of Itel’s 
competitors, having pulled out 
of a similar agreement to sell 
the group its fleet of standard 
cargo containers and chassis. 

Shareholders will vote on 
the disposals to Stena and 
Tiphook, and a 970 per share 
tender offer for about half its 
own equity, at today’s meeting. 
One huge Chicago-based inves- 
tor, which would not be identi- 
fied. said it planned to object to 
the tender offer and hoped to 
lobby other investors at the 
Bermuda meeting to vote 
a gainat- Sea Containers' plans. 

Sea Containers’ directors 
and subsidiaries own some 26 
per cent of the group's equity. 
Unusually, they will be able to 
vote that stock in favour at the 


recap! taHtatirm plan following 
a crucial decision by the Ber- 
muda Supreme Court during 
the takeover battle. 

The stake should be enough 
to swing the vote in Sea Con- 
tainers’ favour, but a spokes- 
man for the Chicago share- 
holder claimed shareholders 
were “confused, disappointed 
and somewhat angry*. He said 
he feared the eventual value of 
the S«a Containers deal might 
be less than the 870 per share 
which Mr Sherwood had prom- 
ised throughout the battle for 
control of the group. 

If more than 7m shares are 
tendered to the Sea Containers 
offer, unpurchased shares will 
be returned to investors. Mr 
Sherwood said yesterday that 
he would be indicating to 
investors and analysts after 
tomorrow's meeting that the 
underlying value of shares In 
the continuing business of Sea 
Containers could be as much 
as $170 per share. 


Spice falls into the 
red with £6.4m loss 


By Andrew Hill 

SPICE, the troubled motor 
parts distributor, yesterday 
unveiled further problems 
when it announced a loss of 
£637m before tax in the year to 
September 30, against a profit 
Of £23^00 in 1967-88. 

Since the beginning of 1989. 
the USM company has sold its 
national distribution centre 
and three wholesale 
cash-and-carry centres, cut its 
staff from 383 to 35, and held 
two rights issues. 

The group said yesterday 
that the £2m proceeds of the 
second rights issue last August 
woe absorbed by the loss of 
cash flow between March and 


September as suppliers were 
reluctant to commit stock to 
the troubled group. 

Two directors appointed in 
October declined to take up the 
positions and have been 
replaced. The company has 
retrenched its operations 
around the Staines 
cash-and-carry centre and 
intends to establish a tied 
retailer supply service. & also 
intends to change its yeai>end 
to March 3L 

There was a loss per share of 
45.8p during the year, com- 
pared with earnings of 0.5p in 
1987-88, and no dividend was 
recommended. 


Bine Circle sells 
foundry for £1 

Blue Circle, the cement, brick 
and home products group, has 
sold its loss-making Sterling 
International Technology cast- 
ings business to THpiw Lloyd, 
the Midlands-based engineer- 
ing group, for a nominal £1. 

Bine Circle recently sold its 
other four foundry businesses 
to Thysseu, the West German 
industrial group, for £35m. 

The foundries were acquired 
when Blue Circle bought Blr- 

mfat Qualcast In October 1988. 

It derided to keep the con- 

sumer product activities bnt 
put the foundries up for sale. 

Triplex is buying Sterling 
complete with positive cash 
balances of about film, bnt 

wfi] also take mi substantial 

provisions for r e st r u c turin g. 


European Financial & 
Investment series of surveys 

Spain 
May 1990 

Portugal 
April 1990 

Netherlands 
June 1990 

West Germany 
June 1990 

United Kingdom 
September 1990 

France 
October 1990 

Italy ’ 

November 1990 

Torkey 
November 1990 

Switzerland 
December 1990 

Copy date for advertising material is 3 weeks prior 
to publication date. 

For further information contact 

Henry Krzymuski on 01-873 3699 or GilHan King on 01-373 4823 
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Wickes to £38m 


;*Jk. 

v>: 


s. 


By Moggie Unry 


WICKES, the DIY retailer anfl 
timber group, yesterday 
reported a sharp rise in profits 
for the year to end December. 
Pre-tax profits jumped from 
ElfibSm to £38 Jm, helped by the 
Inclusion for a fall year of 
Hunter Timber, acquired in 
September 1988 for £283m. 
Group tu rnover rose from 
£36L2m to £B83.7m. 

Had Hunter been owned for 
the whole of 1988 the sales 
growth would have been 3 per 
cent and the pre-tax profits 
increase 2&8 per cent Hunter 
is a timber importer awi dis- 
tributor, and owns Malden 
Timber, a retail chain. 

Mr Henry Sweetbanm, chair-: 
man and chief .executive, 
warned that rising' interest 
rates and the collapse of the 
housing market “are bound 




adversely to impact our host- 
ness during 3990." 

The inclusion of Hunter, bad' 
helped margins as the group 
was now buying 'in bigger wt 

times anrt therenwe getting botr 

ter terms from auppBers, ^ -Mr- 
Sweetbanm said. : \ ;/ 

RattonaBaation of [the . busi- 
ness would continue^ he said. 
Since thff'Htmter' acquisition 
disposals had helped to reduce 
borrowings by £96m to 
at the year end. Reorganisation 
of the Hunter business had cut 
out BOO jobs, reducing the 
group's cost base. The rational- 
isation costs wets .covered by a 
provision made at tbe tfane of 
the acquisition, be said. 

Mr Sweetbanm said sales in; 
its . like-forrlike UK stores 
showed a 1 per cent gain,' 
implying a fan in vobune in' 


the second half of the year. In 
the continental European 
stores, in Belgium and the 
Netherlands, like-for-like sales, 
rose by 4 per cent. Wickes 
opened its first store hi France 

t n rtipr fljjg month. 

Profits benefited by £&05m 
(£1.02m) from property devel- 
opment profits. The interest 
charge mare -than- trebled to 
. ttUm (£&22m) as a result of 
the Hunter purchase. Fully 
diluted earnings per share 
were .20.2p, a 24 per cent 
increase. A final dividend of 3p 
gives a total of 4p (asp) for the 


Wickes is shuffled between 
analysts covering the retail 
mil : the builders’ merchants 
sectors, with its shares suffer- 


ing as a result Were it to come 
only within the retail sector its 
shares would probably be 
higher than the 170p they 
dosed, up in an the results. It 
bas cioarty built itself a »»<«*«» 
in the heavier end of the DIY 
indu8try,~and has differenti- 
ated itself from the other DIY 
retailers. Even, so, current trad- 
ing conditions are hardly 
encouraging and any fan in 
interest Tates - as yet unfore- 
cast - would probably take a 
while to work through to a 

more buoyant housing market. 
It would be a bold move to buy 
the shares ahead of next 
week's budget But if profits 
reach £40m this year, the pro- 
spective p/e is around 8, which 
is low by retail standards, and 
may prove good value in the 
longer term. . 


Foregone conclusions at 
Sock Shop’s meeting 


By Maggie Urry 

SOCK SHOP International, the 
hosiery retailer, yesterday held 
the special meeting which had 
been called before it appointed 
admini s tr ato r s tuwK Qw» iumrd- 
vency Act. The meeting had 
thus been overtaken by events. 

The group Is still working on 
a refinancing, first announced 
in mid-January, but there is 
total no date set for a conclu- 
sion of talks with new backers. 
The shares, quoted on the 
USM, hove been suspended 
since the proposal to appoint 
administrators was announced . 
in February. 

At the meeting the group’s 
borrowing powers were 
increased to the greater of 
£20m or 3H times sbarebnlA . 
ers* funds. Since Ms Sophie 
Mirman, rhairman and joint 


managing director, and her 
husband Mr Richard Boss,; 
joint managing director, hold 
over 80 per cent cf the shares, 
the vote was a foregone concha 
aion. Ms Mirman’s anil Mr 
Boss’s stake is likely to fall- 
below SO per cent as a result of 
the forthcoming r efinancing 


The meeting had also been 
called to discuss steps the 
group should take to deal with 
the reduction In the its net 
assets to below half of the 
share capital. Since caHine the 
meeting the step of asking 
a dminis trators in had been 
taken on February 21, . Ms Mir- 
man told file meeting. The 
admini s trator s «««» miming 
the company and attempting to 
keep it as a going concern. 


Allied Insurance rises 
39% in year of change 


PROFITS expanded 39 per cent 
during a year of change at 
Allied Insurance Brokers 
Group. 

At the taxa ble level, profits 
at this USM-quoted group, 
fc grew from a mergeracco u nted 
£l.X9m to £L65m on income 
raised from £4.52m to 
£6-06m- 

Kamings per share, before 
exceptional items, worked 
through 34 per cent ahead at 
l(327p (7.65p) and the directors 
recommended a final dividend 


of 2i>p. for an increased total of 
3.5p (2 Spy. 

Mr Nigel Cayzer, chairman, 
said the reorganisation of the 

group into separate oper a ting 
mrftH had been successful in. 
reducing and containing 
expenses and marlmiiiinp 
Income — indeed ADfed’s origi- 
nal business increased 82 per 
cent to 2802,00a 

The financial services divi- 
sion was strengthened by the 
acquisition of DaytieH and of 
Neu Lewis ft Associates. 


North Midland maintains 
progress with £815,000 


NORTH Midland Construction, 
civil engineers, building and 
public works contractors, 
reported a 48 per cent increase 
from £551,000 to £815,000 in 
pre-tax profits for 
1989. 

Sales advanced 52 per cent, 
from £bL54m to £22J4m. At the 
half year profits were more 
than doubled against a 
67 per cent increase in 
sales. 

After tax of £292,000 
(.5096,000) earnings per share 
were up from 142p to 2Q-9p- 


A same-again -final of 2p 
makes 4p agai n st 3p — the 
board doubled the interim pay- 
ment to 2p to reduce dis pari ty. 


British fittings 

British Fittings group plans to 
acquire Newlock for an initial 
sum of ffi rtt w satisfied by the 
issue of 735,294 . ordinary 
shares. Newlock, distributes 
high pressure water products 
produced by Harben Systems, 
part of British Fittings. 


Merivale Moore pic 

Commercial and residential pr op erty investment 
and development 


Six 

month. 

Do 3L12.89 1 
fPOOO 

Six 

ntftntlw 

to31A2J88 

£*000 

Year 
to 30.689 
£*000 
nuditwl 

Turnover 

17306 

17,641 

60340 

Pre-tax profit 

3360 

3,739 

12,113 

Earnings per share 

14.4p 

17.4p 

55.3p 

Dividends per share 

2.75p 

2.75p 

10.5p 


Interim Report available after 21 March 
from The Secretary 
2a Pond Place London SW36QJ 


EUROPE PLUS INVESTISSEBIEIIT 
Societe d'lnvestissement ft Capital Variable 
2, boulevard Royal. LUXEMBOURG 
R.C. LUXEMBOURG B-25380 

Messieurs les actionnaires sont prlds (fassteter ft 
^ASSEMBLES GENERALE ANNUHAE 

d-adnJnMntflon rt 0u 

.( vTil.um I’Atnt dos actifs nets et du revteeur 
*$S£^£***^ 1989 el affectabon 

SjIS^LTdonner au consell tTadmlnislndion 
A) Nominations statutaires 
5} Divers 

Tout aetionnalre ddsirant prtaent ou feprtuenlO * 

rnuMBiHAe oAnftraie annual® devra en avtaer lasodfttftet 
Stons au moins cinq jours franca avant I assemblto 
SST^lStTfe U Banque InternaUonale ft Ujxembourfl. 
Luxembourg. 


Lb conseil d'admJnlsiratJon 


Wace strengthens French 
position with £5m buy 


WACE GROUP, the prepress 
services concern, is to acquire 
Graphic Maflln t for an wiHal 
consideration of FFr47.61m 

(£5. 18m). Qf this, FFr30^5m 
will be :paid in cash, with the 

hatorifB rn atiarffl 

Together with the proposed 
purchase of Photogravure 
del'Onest, the acquisition of 
Maillot will consolidate its 
position in France, though the 


dftal Is subject to prior declare* 
Hon to the French Treasury. 

Maillot is one of the ipoiiiny 
pre-press service companies to 
the French advertising indus- 
try. In 1989 it made pre-tax 
profits of EFr8Jhn on t urn o ver 
of FFr23£m. At the year-end 
its net assets were FFrlO-Sm. 

Further up to 

a maximum of FFr22.39m, 
depends on profits. 


Lambert in 
the black 
with £3.27m 

LAMBERT HOWARTH, the 
footwear group yesterday 
announced a return to profits 
following a fraught year in 
which it fought off a takeover 
mj, was- involved in discus: 
dons over a possible offer 
(subsequently terminated) 
was e ngaged in re sfau c turin gr 

Before tux, and Including 
exceptional profits of £i.i8m 
from the disposal of Its prop- 
erty at York Way, London, 
profits emer ged at £3 .27m 
compared with a loss of 
£615,000 in 1988. 
The pro gress was achieved on 
turnover marginally hi gher at 
£4A8tm (44A2m). 

The extraordinary Item of 
£113,000 represented bid 
defence costs and the net cost 
from the disposal of Custom 


Earnings came through at 
38p, against a pre v ious loss of 
SAp* or 2Alp (&2p loss) before 
exceptional items. The pro- 
posed final dividend of 7p 
makes a total of lop 
(8J>p). 

Mr llartin Jourdan, who 
retires as chairman at the agm 
to be succeeded by Mr Roger 
Howland, said that In a gener- 
ally dull market for footwear 
the progress of the group 
under its 're str u ctur e d man- 
agement bad been, and contin- 
ued to be, e x cellent. 

The current year had darted 
with a strong order book. 


Abbott Mead advances 21% to 
£5.9m in spite of ‘sore throat’ 


By Andrew Hid 

ABBOTT MEAD Vickers, the 
advertising agency, boosted 
profits by nearly 21 per coot 
last year, making £5.85m 
before tax, compared with 
£4£4m in 1988, and defying 
the City’s pessimism about 
ttiA sector. 

Mr David Abbott, the 
agency’s chairman, said yes- 
terday: “Advertising isn’t suf- 
fering from a terminal dis- 
ease - It may have a sore 
throat; but it's an up-front 
part of clients' business, not 
an optional extra.” 

The group said that seven 
of its top 10 clients - which 
Include Volvo, Comet, J 
Sainsbury and the Observer 
newspaper - increased their 
spending on advertising last 
year. 

Overall, AMV increased 
turnover to £123m (£103m) 
and gained net billings of 
£30m during the year. Yester- 
day it announced it had won 
a new account from Royal 
Bank of Scotland and that 
one of its biggest clients - 
Comet, the chain of discount 
electrical stores - had com- 
mitted extra advertising 
expenditure as part of the 
promotion of British Satellite 
Broadcasting. 

Earnings per share 
increased from 23.52p to 
27A5p and the company rec- 
ommended a final dividend of 


W * v'V/ s . . 



David Abbott; advertising not 
suffering from a terminal <Hs- 


4.8p, which would make 7.2p 
(6p) for the year. 

It has been a mixed week 
for advertising and market- 
ing groups. On Monday Yel- 
lowhammer, previously 
regarded as one of the most 
stable and reliable UK adver- 
tising agencies, warned it 
would lose £3.6m before tax 
in 1989-90, having over- 
stretched itself in Europe. 
Two days ago, Mr Maurice 
Saatchi, one of the best- 
known figures in the sector, 
had to defend himself against 
strong criticism from share- 
holders at Saatchi ft Saatch- 
i’s annual meeting. However, 
on the same day as Yellow- 


hammer’s warning, Lowe 
Group unveiled a 30 per cent 
increase In annual profits. 

AMV, which has not pur- 
sued an aggressive expansion 
policy overseas, announced 
yesterday that it had written 
off £590.000 spent during the 
last three years while negoti- 
ating to buy Scali McCabe 
Sloves, a US agency which 
owns 23 per cent of AMV. The 
cost was taken as an extraor- 
dinary charge. 

AMV said it had been close 
to a deal with Ogilvy Group. 
SMS’s parent, but it fell 
through following last year’s 
takeover of Ogilvy by WPP 
Group, the UK advertising 
company. 

Mr Abbott confirmed yes- 
terday that AMV would con- 
tinue its prudent policy of 
expansion. "Just having dots 
on the map doesn't always 
lead to pounds on the bottom 
line as I think some other 
public agencies have found,” 
he said. 

He added that the group 
had finished 1989 with net 
cash balances of £3.7m. That 
helped push up interest pay- 
ments from £311,000 to 
£653,000. 

AMVs shares, which have 
been held back by the poor 
City perception of the adver- 
tising industry, rose just 2p 
to 258p yesterday. 


TODAY’S LEADER 


FOR TOMORROW’S WORLD 




A 


Britain’s largest manufacturer of engineering 
based products and one of Europe’s fastest 
growing companies. 

1989 — another record year with pre-tax profits 
and sales at their highest ever levels. 


4- Dividends up 10.2% and earnings per share up 33.5%. 

A Shareholders’ funds up £182 million. 

"... I am confident that ... the aerospace businesses can 
continue to provide profits growth. Together with the 
opportunities provided by our more recent acquisitions, 
the business as a whole is based more soundly than for 
many years.” 

Professor Roland Smith, Chairman 
13th March, 1990 


RESULTS FOR 1989 



1989 

1988 


£m 

£m 

TUmover 

9,085 

5,706 

Trading profit 

441 

360 

Profit before taxation 

333 

259 

Shareholders’ funds 

2,380 

2,198 

Earnings per share — 

Net distribution basis 
— before exceptional items 

63.4p 

62.0p 

82.8p 

- after exceptional items 

o2.0p 

Ordinary dividends per share 

22.7p 

20.6p 


Hie aaanei»l om *owr is dertred from the amHod cocaofldaed »oxwnci and does not constitwe Aj!I jcccnms (within the meaning 

ofSeettoa 254 at die Coapwica ha BM). M accomt*. vhkfa recdttd an noqniUfled audit report, win be filed wkb tbcRegltaar ofC4MiiiHnks. 
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Financing and I Storm in a test tube causes rumbles in the stomach 


asbestos-related 
costs hit T&N 


Andrew Baxter and Peter Marsh on a new ulcer drug which could hit Glaxo in the ’90s 

A NASTY outbreak of Zantac Is highly important _ "" . . g^type producte^providing Z 

upset stomachs is cans- to Glaxo becaniethe wraduct. World lllCOT drug market fester pain relief with longer- ti 

tog rumblings in the with sales in 196848 of £L3bn, “‘ rn B ffb n ; 


By David Owen 


SHARPLY increased financing 
charges and asbestos-related 
costs reduced fall-year profits 
at T&N, the Manchester-based 
engineering and automotive 
component group whose prod- 
ucts include Ferodo friction 
materials. 

Pre-tax profits for 1989 fell 8 
per cent from £9L3m to £84m 
- notwithstanding a 14 per 
cent increase in operating 
profi t 

Turnover climbed 13 per cent 
to £1.19bn (£l-05bn). The bulk 
of this advance was accounted 
for by the North American and 
Continental businesses. 

Asbestos-related costs 
amounted to £20. lm, against 
£10.7m in 1988. This comprised 
a previously awnmnwri £9m 
exceptional provision, partially 
offset by £2m of insurance 
recoveries, and £13Jm of ongo- 
ing costs. 

Mr Colin Hope, chairman, 
-said he expected these ongoing 
costs to approximate in future 
to 1 per cent of annual turn- 
over. He was unable categori- 
cally to state that further 
asbestos-related provisions 
would not be needed. 

This year's provision 
resulted from further informa- 
tion about the operation of a 
facility under which a number 
of companies share the costs of 
processing asbestos-related dis- 
ease claims. 

Financing charges climbed 
to £20 ,8m (£12m) cm group bor- 
rowings up 49 per cent to 
£15&9m. At this level, gearing 
stands at 31 per cent "We con- 
sider this a pretty prudent 
level of debt” Mr Hope said. 

During the year, the group 
made acquisitions worth £37m 
and realised £14m from dispos- 
als. 

Capital expenditure totalled 
£96m, up £35m on the previous 


year. Much of this was ear- 
marked for automotive prod- 
ucts. 

The undisclosed cash pay- 
ment received by the group to 
January from Hill Samuel, the 
merchant bank, has been 
Included on the balance sheet 
in the goodwill written-off cate- 
gory. This related to settlement 
of a claim for costs T&N 
incurred as a result of Hill 
Samuel's conduct of the 
defence for AE, another engi- 
neering company. In a bitterly 
fought takeover battle. 

This helped precipitate a 63 
per cent increase in the group’s 
reserves to £216. 6m. Reserves 
were bolstered farther by a 
£52. 6m property revaluation 
surplus. 

The net asset value per 
share was lifted by 32p to 
183p. 

Earnings per share fell to 
24.07p (26.4lp). The recom- 
mended final dividend, how- 
ever, was raised to 7.25p (6J5p), 
making a total of I0.75p 
(9 -6P). 


• COMMENT 

Assuming pre-tax profits of 
about £102m for the year 
ahead, the prospective p/e rat- 
ing of less than 7 appears,, at 
first glance, to be exceedingly 
attractive. The fact that the 
share price is at a mere 4 per 
cent premium to the group’s 
net asset value per share does 
nothing to mutermine such a 
view. However, for as long as 
any risk of further unexpected 
payments on the asbestos front 
remains, the shares must inevi- 
tably be expected to trade at a 
discount to the sector. On this 
basis, they look decidedly less 
cheap, notwithstanding the 
company’s continuing success 
in raising margins arwf operat- 
ing profit 


A NASTY outbreak of 
upset stomachs Is caus- 
ing rumblings in the 
S6bn-a-year world market for 
ulcer drugs, raising questions 
about the future development 
of one of the fastest-growing 
segments of the pharmaceuti- 
cal industry . 

The emissions of Mle are 
more metaphorical than actual, 
but no leas important in the 
long-term for millions of ulcer 
patients and the companies 
whose products are prescribed 
to them. 

Between 15-20 pa- emit of the 
population in the developed 
world suffers an ulcer at scene 
point during their lives. 

Closely bound up with the 
perturbations is the likely 
progress over the next few 
years of Glam), Britain's big- 
gest drugs company which 
today reports its half-year 
results for 1989-90. 

Tim company is expected to 
unveil pretax profits for the 
six months to December 81 of 
about £550m, a healthy rise on 
the £460m achieved last 
time. 

Glaxo has climbed rapidly in 
the past five years to become 
one of the world’s top four 
drugs companies. That has 
been largely on the back of 
strong growth from Zantac, an 
ulcer product which is the best 
selling medication with 36 per 
cent of the world market 
At issue in the nicer drug 
debate is the safety of Losec, 
the first of a new type of prod- 
uct for this therapy and which 
has been developed by Astra, 
Sweden’s biggest medicines 
company. 

The (hug is a direct competi- 
tor to Zantac and, so some in 
the pharmaceutical industry 
believe, could have a big 
impact on Glaxo’s fortunes in 
the early 1990s. 


March buys stockbroker 
as losses are cut to £0.4m 


Clarke 

Nickolls 

slowdown 


MARCH GROUP, the USM- 
quoted racing cars and engi- 
neering group which came to 
the brink of bankruptcy 18 
months ago, yesterday dis- 
closed that it had cut its tax- 
able losses from £4.5m to 
£420£98 for the 198899 year. 

Mr John Cowen, chairman, 
also revealed that March was 
diversifying into financial ser- 
vices via the acquisition of the 
private client stockbroking 
business of Cobbold Roach 
from the Elders finance Group 
for £3m cash. 

A hint that March might 
move into financial services as 
a way of lessening the group's 
dependence on volatile racing 
car engineering activities was 
provided as far back as last 
May following the decision to 
appoint to the board Mr Roger 
Young, who had a long back- 
ground in the financial ser- 
vices industry. 

Mr Cowen said yesterday 
that any future acquisitions 
were also likely to be made in 
the financial services sector 


rather than engineering. 

The group also announced a 
one-for-two rights issue at 40p 
a share to raise £&65m net The 
issue, which is being fully 
underw ri tten by new joint bro- 
kers Taing anti C m Iritshank. 
represents no discount an the 
market price. 

As a consequence, March 
expects Kttte take-up from indi- 
vidual shareholders and that 
virtually the entire issue will 
go to institutions, who would 
then have “more than 50 per 
cent” of March, according to 
Mr Young. 

The issue’s proceeds will be 
used to redeem Elm in redeem- 
able preference shares due 
next month, provide working 
capital for the race cars and 
engineering businesses and 
help fund the expansion of 
Cobbald Roach. 

An extraordinary credit of 
£L26m for the year to end-Oo- 
tober 1989 left the group 
£969,524 in profit on the bottom 
line, compared with previous 
losses of £4.04m. 


A SLOWDOWN in the second 
six months left profits of 
Clarke Nickolls & Coombs, the 
property investor and devel- 
oper, just 6 per cent ahead for 
at £4J>m pre-tax. 

At the six month stage prof- 
its were showing a 22 per cent 
rise at £3JEm. 

Directors said the company 
was concentrating on produc- 
ing income and had reduced its 
fhvolvement in speculative 
development. The present pol- 
icy was to concentrate on lon- 
ger-term growth in asset val- 
ues at the expense of lower 
short-term gains and higher 
interest holding costs. 

They warned that until inter- 
est rates were lowered and 
buyers regained confidence, 
growth in profits would be 
adversely affected. 

Property sales showed a fall 
of £L46m to £849m but gross 
rental income rose by £565,000 
to SZSTm. Net asset value was 
up by 30p at 120p per share. 

From earnings of 15u25p 
(14.46p) the year’s dividend is 
effectively fitted by 0.75p to 3p 
via a final of 2p. 


Ford Motor Company Limited 


a wholly owned subsidiary of 


Ford Motor Company 


has acquired 


Jaguar pic 


Zantac is hi g hl y important 
to Glaxo because the product, 
with sales to 1988-89 of £L3bn, 
accounts for roughly half the 
company’s revenues. Glaxo is 
much more heavily dependent 
on a sin gle formulation th«n 
many other large drugs groups. 

The US company is well 
aware of the pro blem and in 
xecent years has mounted an 
intense research effort to come 
up with new pharmaceuticals 
to replace Zantac as top-flight 
earners. Among these vugs is 
Zofran, a drug for treating nau- 
sea associated with cancer 
therapy. Glaxo announced this 
week that it had received per- 
mission to sea the product in 
the UK and France and approv- 
als in other countries could fol- 
low shortly. . 

Zofran is one of a number of 
drugs in Glaxo’s development 
pipeline, which could, accord- 
tog to some analysts, have 
annual sales by the mid-1990s 
of several hundred million 
pounds a year. 

In spite of the promise of 
such medications, some ana- 
lysts are nervous about the 
extent to which they can build 
up sales by 1995, which is 
when Glaxo is expected to 
come undo" particular pressure 
as a result of patents on Zantac 
running out in some countries. 

The patent expiry could lead 
to competitors bringing out 
cheap generic versions of the 
medication, undercutting the 
UK company's profits. 

As a result of all these fac- 
tors, anything that casts doubt 
on the safety of Losec would 
help Glaxo. The UK company 
appears to have recognised 
this, and in recent weeks has 
published its own scientific 

s hyly i riiteh in itefatfl 

safety problems in nicer drugs, 
with particular regard to 
Losec. The publication has 


oducte, providing 
relief with longer- 


Zantec 

(Glaxo) 

36% 


Others 

28% 


Losec’s claimed superiority 
; seen most dearly to treat- 


Axfd 
(EILffiy) 1% 


Carafate (Chugs!/ 
EMerdc/Marfon 
Merrefl Dow)5% 


Tagamet — 

(SmfthKKne BeechanQ 20% 

SouraKMunyMfcmM 


Pepcid . 
erck) 9% 


caused a row with Astra, * being launched there only late 
which has criticised the UK last year. 


company's action as a “market- 
ing ploy”. 

Losec. first synthesised in 


duction of gastric add i 


lions of tiny pumps on speci- 
alised stomach cellar "By . 
contrast Zantac ; -and~7'lts 


In the US, the world’s big- 
gest drugs market, Losec is 
sold under an agreement with 
Astra by Merck, the world’s 
largest pharmaceutical com- 
pany.- ' 

By no means everyone in the 
drugs industry is agreed about 


arch-rival Tagainet, produced the. potential for Losec. Mr 
by SmithKUne Beech am,”" the' Hemant Shah, a New Jersey- 


Anglo-Dutch drugs group with based medicines "analyst who 


20 per cent of the world mar- * runs his own research com- 
ket, are H2 -receptor antago^ pany, says Losec is unlikely 


nists. These act against natur 
rally-occurring hiatambM that 
would otherwise stimulate" the 
cells to produce acids. Control- 
ling the secretion of add helps 
heal ulcers. 

The arrival of the H2-type 
products in the late 1970s 
transformed treatment of seri- 
ous ulcers, many analysts 
think the arrival of Losec 
.could change the market again. 

Launched initially in 1988, 
Losec has already taken ulcer 
drug market shares of 20 per 
cent in the countries where ft 
has been on sale longest It is 
estimated to have 2.4 per cent 
of the US market - in spite 


over the next few years to 
account for more than about 5 
per cent of the value of all 
ulcer drugs sold in the US. 
This figure is now about &5bn 
a year. 

Others, however, think dif- 
ferently. EnskUda Securities, 
the Swedish stockbroker, 
believe Losec will become a 
“major blockbuster.” 

Behind this enthusiasm is 
partly Astra’s agreement in the 
US with Merck, which has for- 
midable marketing power and 
good credfidfity with doctors. 
Also, Astra can point to clini- 
cal evidence suggesting that 
Losec works better than the 


is seen most dearly to treat- 
ment of reflux oesophagitis, 
where problems with the valve 
between the stomach and 
oesophagus can lead to 
"reflux” of add from the stom- 
ach, ca using the lining of the 
oesophagus to become ulcer- 
ated. The | H Bga! is more com- 
mon than- higher-profile, 
stxess^dated peptic and duode- 
nal ulcers. 

There are, however, linger- 
ing doubts about the safety of 
Losec. That has been due to 
the discovery In early testing 
of the drug of a cancer-like 
growth in a rat’s stomach. This 
factor led the US Food and 
Drug Adminis tration last year 
to authorise Losec for use in 
the US only for relatively 
severe- types of ulcer condi- 
tions, although a wider author- 
isation for the drug to this 
country may well come within 
a few years. 

Astra has contended for 
some time that to clinical 
studies side effects from the 
drug are low and in the same 
range as that found with the 
H2 products. But the contro- 
versy erupted again last month 
via the letters pages of the 
Lancet, the UK medical jour- 
nal. In the February 17 issue, 
Glaxo reported the results at a 
trial an rats which showed that 
Losec may damage genetic 
material, so making the 
rodents more susceptible to 
cancer. Astra responded that 
the trial method used by Glaxo 
was scientifically unsound and 
that the results "therefore 
have no rifrnical consequence.” 

As a result of its findings, 
Glaxo announced last month 
that it had halted comparative 
dmical studies of Losec and 


NEWS DIGEST 


Margins improve 
at Pochin’s 


An 11 per cent expansion to 
interim profits was yesterday' 
reported by Pochto’s, the 
Cheshire-based building and 
civil engineering contractor. 

On turnover down some 8 
per cent at £19.08m. the pretax 
figure was £1.63m (£L46m). 
After tax of £571,000 (£512,000), 
earnings per share rose to l(Bp, 
IIP feom 91.5p last thru*. 

The interim dividend Is dou- 
bled to 8p although this 
reflects a move to reduce dis- 
parity; the total paid for toe 
last full year, excluding aspe- 
dal dividend, was 24p. »< - * 


earning s per 5p share were 
down from 17.4p to 14.4p. The 
interim dividend is a same 
again 2.75p. 


Kunick. toseek main 
market listing 


UK ECONOMIC INDICATORS 


Fired Earth Hies 
achieves £0.97m 


Kunick, the leisure and health- 
care company, has applied to 
move from the Unlisted Securi- 
ties Market to the -mam mar- 
ket. 

Kunick, valued at £113m, 
said that a listing would 
increase the marketability of 
the shares and enhance its pro- 
file and status. 

The. introduction of its 
shares onto the main market is 
befog hninttorl fay Smnt wl ftfhn- 
tagu. Dealings are expected to 


Small setback at 
Merivale Moore 


Reflecting difficult trading con- 
ditions in the property sector, 
Merivale Moore reported a 
slight setback from £3.74m to 
£3^6m. in pre-tax profits for the 
half-year to December 3L Turn- 
over fell from £17.64m to 
STlJSlm. 

Net rental income rose from 
£L2ttm to £2A4m and the total 
income was £8. 63m (27.25m), 
but interest charges were up 
£rom"£2A5m to £&87 &l After 
tax of £1.1 7m (£L24m) and 
minorities of £178,000 (£55JM0) 


Fired Barth Tfles, a retailer off Kunick, valued at 
hi gh quality h«ntf wuiifl tiles, said that a listing 
returned pre-tax profits of increase the markets 
£971,000 for 1989, a slight the shares and enhanc 
improvement on the forecast file and status. 
mane when it name to market The , int roduction 
in November and some 30 per shares onto the main i 
cent ah parl of the previous befog hand led by Suit 
year’s £747,000. : tagu. Dealings are ex] 

Turnover expanded feom start on March 22. 

£2. 78m’ to £4j09m and' earnings : 

rite* te* _<* £357,000. (£262J)%. Regdy mix 100105 
Shareholders are to receive a v .£ « *■ 

dividend of 2_25p. VO lOn 

Mr Nicholas Kneale, chair- _ _ „ . , 

m an, pointed out *h»* toe prof- Dublin-based Readymi 
its had been struck after writ- Jfo P*®!*®* ?£2r*®5° 
tag off £200,000 start-up costs, tt 2 - 98 ™) $*. JS® 1 Th®, 
He that «Tthnng h i£90 from KU m was ach 

would see an rfnment of- con- turnover up 36 per c 
sofidation, the year had, none- I£18.74m to I£25.52m. 
thefess, started whU. „ After tax of I 
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Precious Metals 
assets op 23% 



Precious Metals Trust reported 
a net asset value erf 212£p per 
share at the end of January 
1990, compared with 17&5p a 
year earlier, an increase of 23 
per cent; by March 5 however, 
it had eased to 2Q3.7p. 

Net revenue for the six 
months to January 31 slipped 
to £101,000 (£108.000), wfrh the 
fall in interest receivable from 
£154,000 to £80,000 more or less 
cancelling out the rise in 
Income from fired asset invest- 
ments from £141,000 to 
£219,000. 

The price of gold increased 
by 11 per cent in the period, 
the directors said, in response 
to political and economic 
changes and to the uncertain- 
ties associated with them. 


Dublin-based Readymix pushed 
up pre-tax profits to I£3 Q5m 
(£233m) to 1988. The advance 
from JEl.lm was achieved on 
turnover up 86 per cent from 
I£18.74m to l£25-52m. 

After tax of I£38I,000 
0£14,OOO) and an extraordinary 
debit Of l£400,000 (KI00.0O0) 
earnings came through at 6u89p 
(2£ip). The proposed final divi- 
dend of L35p makes a total of 
L75p (ip) for the year. 


Assets rise 9% at 
Merchants Trust 


MoacojUM and Import man# (1963 ■100k «WM nuance; currant 
tafene* «»); oR baton (On* torn* d bad* (1886“ TOD); gMctad raaann. 


The net asset value of The Mer- 
chants Trust stood at 22A58p 
per share at January 31 1990 - 
a gain of 9 per cent on the 
figure of a year earlier. 

Barntngs per share for the 
year to end-Janoary amounted 
to 8 j 89 p, up from 6 . 85 p last 
time, and a proposed final divi- 
dend off 2J5p lifts the total to 
8P, a rise of 213 per cent 

Directors also forecast a first 
quarterly dividend of 2J5p and 
a total of 9p for the current 
year. 


JAGUAR 


We acted as a financial adviser to Ford Motor Company Limited. 
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Goldman Sachs International Limited 
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Dividends shown pence per share net except where otherwise stated. 
•Equivalent after allowing for scrip Issue. tOn- capital Increased by 

rights and/or acquisition issues. $USM stock. ^Unquoted stock. *Thlrd 
market ☆Scrtp option available, tfrirlsh currency. {Excludes special 
payment . . 
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yjnfat- This produced a fur- 
ther blast from Astra. It Mid 
the UK company was “denying 
physicians further information 
on which to make rational 
prescribing decisions at a time 
when such studies have dem- 
onstrated that the efficacy of 
omeprazole (Losec) is superior 
to r anitidin e (Zantac) and that 
the two agents are equally 
weIl-toIerated. n 

Glaxo has stuck to its guns, 
arguing that the publication of 
the test results were nothing to 
do with marketing and fol- 
lowed a serious scientific 
study. But others are not so 
sure. "This Is marketing at its 
best," says Mr Paul Krikler, a 
pharmaceuticals analyst at 
Goldman Sachs, the US invest- 
ment bank. 

Dr Kah Foo, an analyst at 
Robert Fleming, the London 
broker, criticises some aspects 
of the Glaxo trial for being 
"experimental” and for omit- 
ting specific control procedures 
which are normally present in 
scientific studies. Nonetheless, 
he thinks the publication of 
the test results will have an 
effect by "throwing some doubt 
over the whole issue." 

This is where the affair 
becomes more than a storm in 
a test tube and assumes wider 
significance. The point is not 
lost on Mr lan Talma ge. an 
Astra marketing director in 
charge of gastrointestinal busi- 
ness planning. "Any bad news 
in he alth care most be taken 
seriously. That requires that 
we must prove Innocence 
rather than have the person 
malting the r.laim prove guilt” 

Astra is now working hard 
to regain confidence at general 
practice level, holding sympo- 
sia for ulcer specialists and 
stepping up the flow of infor- 
mation to demonstrate Losec’s 
safety. 
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ECONOMIC ACTIVITY- fmSc«s of industrial production, manufact uri ng output 
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TECHNOLOGY 




Richard Donkin examines 


D avid Tong- looked at 
the eavesdropping 
device -with fee 3ame 
mixture of repug- 
nance and curiosity that an 
entomologist might display qq 

discowring a fly In hla soup at 

a posh re s t auran t. 

“We- don't make these thi n gs 
but we need to know how they 
work," he said. Tong nwm% u 
tares and markets debugging 
devices, the black boxes 
employed to fin*** bugs out of 
boardrooms. 

His company, Datong Elec- 
tronics of Leeds, began Hie 
making components for ama- 
teur radio enthusiasts. It 
branched into de-bugging 
equipment about 10 years ago. 

Datong’s products are 
designed to -detect -bugging 
devices marketed by such com- 
panies as Lorraine Electronics 
of Walthamstow. “We make 
the poison and the antidote^’ 
said David Benn, the Lorraine 
chief who supplies corporate 
customers with bugs. The com- 
pany also provides a debug- 
ging service. 

While the use of small trans- 
mitters is illegal In the UK 
without a licence, there is no 
la w igtthflriti ng their sale or 

Lorraine and Datong are just 
two of a number of companies, 
some less scrupulous than oth- 
ers, feeding off the corporate 
paranoia about industrial enot 
onage which just occasionally 
comes to the surface. 

The last instance was on 
February 20, when Lalng Prop- 
erties ownnmranj fhat Jt bat* 
complained to the Takeover . 
Panel about a listening device 
it had discovered in the office 
of a senior executive. Tjrfng hi 
subject to a hostile takeover 
bid by P&O Ferries and Cfaels- 
fleld. P&O described the 
announcement as “wholly mis- 
chievous" and rejected any 
idea that it had planted the 
bug. 

Previously the best docu- 
mented case of bugging 
involved three nwm convicted 
in 1988 far placing a device in a 
biscuit tin outside the home of 
an executive of Comet, the. 
Kingfisher (then Woohrorth) . 
subsidiary, shortly after Dix- 
ons lost a takeover bid for 
Woolworth. . . 

The tap was discovered fay 
telephone engineers when' the 
biscuit tin filled with water 
and cut off the line. Network 
Security, a private investiga- 
tion company, was called in to 
keep surveillance on the 
device. - 

Detectives from Network 
saw the phone tappers return 
to collect a tape from the tin. 


products which detect the presence of listening devices 
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They tailed them by car from 
Northampton to Essex but did 
not count on the telephone tap- 
pers using a receiver to' mom- 
tor the detectives' radio mes- 


' Tim next day file wife of one 
of the Netwoftc investigators 
was rung at home by a caller 
warning ber husband toback 
off! The tappets had found fiie 
home addresses of the investi- 
KatOTS by teteohanlnsr a frifmi 

iii - the Essex - polite who 
checked the ear -registration 
number an the police' raHrmni 
computer. The officer wss later 
traced and’proeeeuted. 
.Network Security is. one of 
the few companies in the. UK 
' r : Swfarihi -S ft Mir H y Is Its twain 

competitor--- which provides a 

- Hi m y m hBMlt M ilnJmgyhig gep. 

vice: to halp e xecutiv es keep 
bugs oat af-fhe boardroom. 

Datong ma r k ets a Mack box 
called Ranger that will sniff 
out the less sophisticated 
transmitters the sort sup- 
plied fay Lorrainei 

A Bade transmitter, the sort 
of bug that has been on the 
market for about 10 years, is 
crude' but effective. It is about 
the size of a matchbox or 
smaller and consists of a 
microphone, two transistors. 


four' or five resistors, about 
half admen capacitors, a bat- 
tery and a short wire antemm: 

Lorraine 'sells variations 
Installed lit Sheaffer pens, 
Casio calculators, and MK Ping 
sockets. ' 

Banger, which costa about 
£8.000. can. locate a working 
radio transmitter in a room by 
sending out a signal which 
Tong calls a “sonic labeL* Any 
-active bug then transmits the 
sound bade bvndfo. - 
- The device has two radio 
receives which tune continu- 
ously over a wide frequency 
range until they deteet a trans- 
w|Mww Mwjiijg die original 
sfesi.Ustng.fi series of andv 
ble dicks the system measures 
the time it takes the sound to 
eohie back -from radio to the 
box, enabling -the ccaxtndler to 
home in on the bug. - 
• .Ranger is adequate for file 
simple devices which are prob- 
ably most- widely used in cor- 
porate hugging^ But anew gen- 
eratlon of bugs that can outwit 
the black box has abo became 
commercially available, taking 
corporate surveillance into 
some oflbennost sophisticated 
areas of eqdonage. 

Nick Vafladls, technical 
director of- Communicattons 
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WHAT BENEETTSAHE THERE: IN 

CONTRACTING OUT 
YOUR COMPUTER DEPARTMENT ? 

Increasingly Companies are bringing in specialists to handle major support areas, of 
their busmasa varying from. Distribution to Catering. There is now the facility to 
contract out all or part of your computer fonction to a s p ec i a lis t Company thus 
improving the service to your business and providing a coat effective solution. 

SF400 axe Facilities Management speemtists operating exdumvdy in the do minant 
IBM Mid-range sector. We can provide you with a Computing service geared to meet 
your business needs. Working cm your site, SF400 take on toll accountability for the 


business activities. 

Drawing from oar team of highly qualified people 8F400 provide you with experienced 


* Re-aHgn your Computing service to satisfy your business needs. . 

* Ensure that changes to your busin es s s oftwa re are carried out - 
effectively and on time. 

* Resolve any recru itm ent and staff retention issues, . 

* Reduce any reliance on a limited number affcey staff. 

* Protect your sys tem s investment with thcron^dy 
effective documentation. 

F acili ties Management provi ffln g a cost effective, flexible and zespoorive Computer 
solution tailor-made to your business needs is an option worth finding out more 
about. ~ 

Contact our Service Information 

department cm 0252 702862 for details. ■ . . 

Alternatively write to . 

System Facilities 400 Limited, ^ S Yfi T R M 

5 Ross Road, Reading RG1 8EH 

1 400 
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COMPUTER FACILITIES MANAGEMENT FOR 
IBM MID-RANGE USERS ; 


To advertise on tiie 
Aits or Leisure 
pages 
idea se ring 
either 

Julia Carrick 
-873 3176 
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-873 3185 


GENEVA 
SWITZERLAND 
Full Service ■ our Business 
International law ««i taxes. 
Mailbox, telephone,^ 

trlrrr and Ir Urj np jfr gct vicfc& 

Translation- and secretarial 
-services. 

Forautkn, domidliatkm 

and ariminiHratlnn of Swiss 

and Foreign companies. 

Full confidence and 
discretion assured- - 
BUSINESS ADVISORY 
SERVICES &A. 

7 Rut Mary, 1307 Genera 
TefcTM « 40 Tx: 23342 
•Faxfl8fr0644 
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Audit, argues that Made box 
devices can only detect about 
35 par cent to 40 per emit of 
bugs in operation. He advo- 
cates a more comprehensive 
programme erf chedfa. s tartin g 
with one that uses a radio 
receiver with a spectrum an* 
lyaer covering lQKhz to lOGfaz. 

The team also uses a 135^00 
high frequency non-linear Junc- 
tion detector called Super- 
scout, marketed in the US. It is 
a commercial version of a piece 
of equtoment which was a das- 
rifled defence secret up to the 


nally to carry out bugging 
searches on foreign embaasiea. 

It can dried a bug that is 
inactive by sending out a small 
pure radio mignal — Hb> a sin- 
gle note from a piano - with 
no harmonic content Sensitive 
receptors Satan for second and 
third harmonics. 

The equipment employs the 
principle that If any efectrooics 
are illuminated, with a pure 
signal they produce her r n ° n tes 
or overtones. Even a rusty nail 
wfll gfveaff second harmonic*, 
so oper at ors conce nt r a te par- 
ticularly an any register of a 
third harmonic. 

. Once the bug check is out of 
the way the team brings In par- 

COMPANY NOTICES 
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- Notice toHoldcrs of ' ' 

PAQFICMETALS 
CO., LTD. 


U .g.< l» A0»iM>4VfcpcrciB 
GBarwUredNates 1999 


Pmsunt to douses 3 and 4 at (be 
tastrameitf dated 29th Jane. 1989, 
under which tbe above Wacnuu* 
were toned. notice whereby given as 
follows: 
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table X-ray equipment to exam- 
ine solid objects such as wood 
panelling. 

The next stage is to employ a 
detection unit which looks at 
the infra-red region of the spec- 
trum. between 700 nan o metres 
and 1^00 nanometres, the band 
at which most infrared com- 
munications operate. 

■■ While Communications 
Audit has yet to discover 
infra-red transmissions being 
used is commercial espionage, 
flie equipment to carry it out Is 
-known to be available In Lon- 
don. Infra-red signals are fre- 
quently used to transmit data 
between the tops of buildings 
in the City (rf London, mainly 
because it is cheaper than 

nrfng cahlpg- 

'■ A way of using infra-red for 
evesdropptng, also commer- 
cially available, is to direct a 
laser beam through a window. 
The window itself will pick up 
voice vibrations but these are 
usually distorted by traffic 
vibrations. 

A beam passing through the 
window can latch cm to a pic- 
ture hanging on the wall or on 
to certain types of window 
blind. They act like a dia- 
phragm refracting sound 
waves. The only problem for 
the spy is that the laser equip- 
ment must be directed straight 
cm to tbe window for the signal 
to paw through. 

The de-bugging team then 
moves on to probing individual ! 
teilgnhoaa lines for taps, using 1 
cable tracing equipment to fol- , 
low the cable combined with 
visual examination at all 
points where a bug could be 


A teleobone taimfmr device 
is on the market for £450 which 
simply grips the telephone 
cable between crocodile dips, 
without connecting into or 
hwwWng the Hna. The device, 
marketed under the name 
Andiomon. claims to be unde- 
tectable by any electronic 

wmarw. 

It is difficult, to judge Just 
how many companies are 
using bugs or are employing 
other companies to do their 
dirty work. Lorraine eiaima 
that one in four of its current 
customers is a public lrmitad 
company but says that few of 
its products are used for indus- 
trial espionage. 

“It is not up to a company 
like ours to sit in moral judg- 
ment. We have the technology 
and manufacture the prodr 
nets,” said Benn. “People fre- 
quently get off a plane at 
Heathrow, get a taxi and crane 
round here, buy the equipment 
and leave. Frankly we don’t 
give a stuff who they are.” 


Solid as a rock in 

troubled waters 

CIVIL engineers constructing 
earthquake-resteXant building 
foundations, dame and tun- 
nels have long w a nted ■ flexi- 
ble and waterproof flDIng 
material that solidifies In 
water. A Japanese material 
deaertoed In today’s Issue 
of Nature may be an answer 
to their prayers. 

AkHtiro MoriyosM and col- 
leagues at Hokkaido Univer- 
sity have made several variet- 
ies of the material, which they 
call Aquaphatt. It contains 
bitumen emulsion and 
cement, mixed with a polymer 
that absorbs 300 times Ba own 
volume of water. Once set, 
Aquaphatt resembles hard 
bitumen but has the valuable 
property of being ductile. R 
I can stand the strain of a 
severe earthquake without 
breaking, unlike the backfill 
materials normally used lor 
tunnels and dams. Aquaphatt 
Is a candidate for use In the 
proposed Tokyo Bay Tunnel. 

The researchers say that 
Aquaphatt could also bs used 
as a foundation material for 
buUdhng on sandy sods In 
places prone to aa»l*Npia*ss. 

It would stiffen the soli, wh i ch 
Is liable to Dquefy when tfw 
earth Mbrates, and cushion 
the buBdiqp from the shock. 

A booming trade 
in intellect 

INTELLECTUAL property 
rights wfD be one of the most 
vexatious Issues bi world 
trade during tfw 1990s. And 
managing Intellectual prop- 
erty — patents, copyright and 
trade marks - Is becoming 
an Important part of any cor- 
porate strategy. 

The European Conference 
on The Profitable Exploitation 
of Technology, spons o red by 
Defence Technology Enter- 
prises and organlMd by IBC 
Technical Services, will look 
at Intellectual property both 
as an international trade 
issue and from the point of 
view of an individual com- 
pany. Other Issues to be cor 
ered Include technology 
transfer, strategic alHaneoo 
and bringing products to mar- 
ket The conference wtil be 
In London on 27-28 March. 

Pump overcomes 
uphill battle 

UP-STREAM Pumping, a new 
tec h nology for preventing 
leakage tram pumps and 
other rotating equipment, may 
help Vie chemical and oB 


/ 0Z- 

V « • r 






WORTH 

WATCHING 

Edited by 
Clive Cookson 


Industries to meet ever more 
stelngent controls on harmful 
omissions to Iho environment 

John Crane, baaed In 
Slough, west of London, has 
developed Up-Stream Pump- 
ing from an innovathra dry 
gas naL One of the two rings 
making up tha seal has spiral 
grooves that create a cushion 
of gas to stop leakage. In Up- 
Stream Pumping tha groov e s 
scoop up a clean buffer liquid 
from a reservoir outside the 
seal and propel it upstream 
Into the process liquid. 

Uni Bee a conventi ona l seal, 
Om two faces do not coma 
Into contact to operation; they 
are always separated by a 
vary thin layer of clean fluid 
which Is replaced on every 
revolution of the pump shaft. 

Crane expects Up-Stream 
Pumping to be particularly 
useful In chemical procass 
p la nts, for example to prevent 
em issi ons of volatile organic 
compounds and to seal caus- 
tic, addle or abrasive Rqulds. 

Waste falls on 
hard times 

8T Lawren ce Cement, eas tern 
Canada’s Mggsst cement pro- 
ducer and a leader In devel- 
oping technology tor burning 
waste as a cement kBn fuel, 
is moving ahead with equip- 
ment testing at Rs plant near 
Montreal, writes Robert Gib- 
bons. 

SI Lawrence will tael equip- 
ment lor ate weeks in 
co-operation with local munie- 
IpaBtios and under supervi- 
sion of Independent special- 
ists. The wastes being burned 
include municipal rubbish and 
used oils. 

By the autumn St Lawrence 
expects to have sdentifle dote 
showing the degree to wMch 
the wastes wore do otr o y o d 
and assessment of any con- 
taminants from the process. 
Temperatures In Om kite 


ranch 1,800 dog C, allowing 
a more than ample margin 
for destroying toxic PCBs, 

(ha company says. 

Fax presents a 
colourful story 

A DESKTOP facsimile 
machine which produces 
images in full colour Is to be 
launched In Japan this 
autumn by eJactronlcs manu- 
facturer Sharp, writes Delia 
Bradshaw. 

The machi ne uses a printer 
with a thermal head and a 
ribbon containing layers of 
Ink which Is sensitive to heaL 

Depending on the heat 
applied to the ribbon by tee 
print heed, a different cotour 
to produced on the Image- 
sensitive paper. 

The machine uses digital 
knags processing snd com- 
pression techniques, it trans- 
mits A4-sized Images and Is 
competflile wtte Group 3 fac- 
sknlle machines. 

No bounds for 
knowledge 

THE SOVIET Paton institute 
in Kiev, the largest materials 
research Institute In the 
world, with 12,000 staff, 
signed a co-operatfva agree- 
ment yesterday with the Weld- 
ing Institute of the UK, writes 
Lynton McLain. Tha Immedi- 
ate result will be the creation 
, of teams to diagnose the 
causes of industrial disasters 
and faBures and advise on 
remedial measures. 

The Institutes want to 
broaden their technical know- 
ledge and extend their influ- 
ence. The Welding institute 
will have access to technol- 
ogy at (he Paton Institute, 
which hopes to be able to 
extend Rs interests and activi- 
ties beyond the Soviet Union 
and eastern Europe. 

Two areas of technology 
transfer Dkely to develop as 
a result of the agreement are 
laser welding end electron 
bea m wekftog. The Paton 
institute is the only organisa- 
tion to have carried out elec- 
tron beam welding In space. 
In Britain, the Govern m ent 
Is keen for industry to exploit 
lasers and has funded the 
National Laser Centra, which 
will open this summer at tha 
Welding Institute. 
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Financial Management 
in Overseas Business Units 


Cable & Wireless pic are a leading force in the 
highly competitive and expanding worldwide 
communications industry with successful 
business operations in over forty countries around 
the world. 

Continued growth in all areas of our activity, 
combined with our policy of internal promotion 
wherever possible, has created the need for 
.additional, experienced Financial Managers for 
appointment to Overseas Business Units in the 
. Caribbean and the Middle East Some Managers 
will assume complete control of the financial 
function, others are required for supporting roles. 

It may be necessary for you to spend a period in 
our London Office familiarising yourself with 
Group policy, planning and procedures, before 
taking up an overseas posting. 

Ideally aged 26-35, you must be a qualified 


Accountant with a proven record of management 
success. You must be willing to spend up to a 
minimum of two years abroad, on an 
accompanied basis as applicable. 

This is an ideal opportunity for young, keen, 
commercially minded Accountants to make vital 
contributions to the success of a major worldwide 
group. The prospects for promotion and further 
overseas or UK postings are excellent and the 
rewards are outstanding. Your salary and fringe 
benefits package will be open to negotiation, 
based on your individual experience and will 
include a tax free salary and free accommodation 
when posted abroad. 

We can also offer the possible alternative of 
similar challenging roles in the UK. 

Ffease apply to: Recruitment Manager, Cable & 
Wireless pic. Mercury House, Theobalds Road, 
London WC1 X 8RX. Tel: 01 -31 5 5034 (24 hours). 



CABLE & WIRELESS 

THE WORLD TELEPHONE COMPANY 


INTERNATIONAL APPOINTMENTS 
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Based Versailles Region France 
FF350,000 Package including Fully Expensed Car 

Our client is a well established organisation operating in the vehicle management and 
leasing sector. Backed by a major British pic, they have already attained an enviable 
reputation in the UK market and are now poised to compound on this success by 
establishing a major presence In the French market place. 

An integral part of this strategic move. Is the recruitment of a Finance Manager who 
would be responsible for the development for the new operation, working alongside the 
French Management and UK Board of Directors. 

As a young, qualified Accountant, probably aged 28-32, you will have gained excellent all 
round experience in a growth orientated business working with sophisticated state of the 
art systems. In addition, you will have fluency in French and ideally have worked in an 
international company environment 

This represents a unique opportunity to join a young and energetic team of 
professionals, operating in a challenging and demanding market place. The position 

offers an attractive remuneration package which reflects the 
seniority and importance that toe organisation is attaching to 
the recruitment of this Individual. 

Please write, enclosing a comprehensive CV, quoting ref: A568 to 
Charles Ansdxrat Mervyn Hughes International Limited, 
Management Recruitment Consultants, 63 Mansell Street, 

London El 8AN. Telephone 01-488 4114. 
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COMMODITIES AND AGRICULTURE 


LIME prepares to rein in 
runaway lead market 


By David Blackwell 

THE LONDON Metal Exchange 
yesterday took the first stops 
towards cooling down the lead 
market, where the premium for 
cash lead over metal for deliv- 
ery in three months has 
reached unprecedented levels. 

At the dose yesterday cash 
lead was £745 a tonne, com- 
pared with &0&50 a tonne far 
three-month metal - giving a 
premium of £23&50 a tonne, or 
almost 50 per cent. 

Mr David King, chief execu- 
tive of the IMS, told ring trad- 
ing members yesterday morn- 
ing that the exchange had 
decided to call in the cards of 
lead traders in order to moni- 
tor their positions. The cards, 
showing positions at the close 
last night far settlement from 
March 19 to June 15, must be 
in noon today. 

Mr King told members yes- 
terday that the LME board 
viewed the size of the backwar- 
dation. or cash premium, "with 
serious concern.” In consider- 
ing what further action. If any, 
should be taken, the board 
would "have regard to the pur- 
poses for which positions are 
held.” 


The LME 1ms taken similar 
action before when other base 
metals have suffered from sup- 
plies squeezes. If it decides to 
act after scrutinising the cards, 
the most likely outcome will be 
a limi tation of the daily cash 
premium. 

Only last month the LME 
removed temporary restric- 
tions imposed on the zinc con- 
tract in December and on the 
nickel contract in February 
1968. 

Analysts believe the tight- 
ness in the lead market is gen- 
uine, and not the result of any 
attempt to comer the market. 

"We are looking at a fairly 
tight nwrfcp-t which, due to a 
series of supply disruptions, 
has found itself short of metal 
to deliver,” said Mr John Har- 
ds, analyst with Rudolf Wolff, 
who expressed surprise that 
the T.MF. had tflfep n SO long to 

set* 

Last August Nuova Samim’s 
84-000 tonnes a year Porto 
Vesme plant in Sardinia was 
halted following a technical 
failure. It is now not expected 
to be back on stream until 
June. This closure alone Han 


contributed to a sharp draw- 
down in stocks in LME ware- 
houses, which totalled about 

40.000 tonnes last August, but 
last week dwindled to 12£00 
tonnes - the lowest level since 
January 1988. 

Other production problems 
have followed - Britannia 

Bgfjnari Mfrhrla In Kant has hnd 

problems over the past couple 
of months, although it is now 
back in operation: the Red Dog 
lead nn d rinn mine in Alaska 
has been slower to start than 
was expected; Noranda has had 
trouble with its Belledune 
plant in Canada; and Cominco 
has closed the Sullivan mine in 
Canada, which was producing 

58.000 to 95,000 tonnes of lead a 
year. 

In addition, pressure is on 
the market from passible 
options declarations on March 
21, and miners have gone on 
strike again in Peru. 

"This is the reverse of the 
bear market of earlier this 
year,” Mr Nell Buxton of 
Shearson f^man Hutton said 
yesterday. "People are nervous 
that if they don't cover now, 
they will get left behind.” 


Turkish copper/zinc mine plan 


By Kenneth Gooding, Mining Correspondent, in Toronto 


METALL MINING, the quoted 
subsidiary of Metallgesells- 
chaft of West Germany, is 
poised to give the go-ahead for 
a world-class zinc and copper 
mine in Turkey. 

Mr Klaus Zeitler, president 
of MetaQ Mining, said yester- 
day he expected the mine, at 
Cayeli, about 8 km from the 
Black Sea and near the Soviet 
border, to be in production in 
1992. MM would spend about 
US$80m on the venture. 

Last year the company 
boosted its shareholding in the 
mine from 2L5 per cent to 49 

per cent and is manag in g the 

project MM’S partners are EtE 
bank, the state-owned indus- 
trial hank of Turkey, with 45 


per cent, and Gama, a private 

Turkish en gineering and con- 
struction group. 

MM has already proven 
there is about 15m tonnes of 
ore containing 45 per cent cop- 
per and 7.5 per cent zinc at 
Cay eh. That would be enough 
to give the mine a life of 30 
years when producing about 

100,000 tonnes each of «inn and 
copper concentrate annually. 

However, there was an addi- 
tional 10m to 15m tonnes of 
possible and potential reserves, 
Mr Zeitler pointed out. 

He said mat Cayeli would be 
the first mine to be brought 
into production by MM, a 
Toronto-based company which 
Metaiigeselischaft floated off in 


1987. Metallgesellschaft 
retained 68 per cent of MM 
while 8 per cent is owned by 
Agip Miniere, the state-owned 
Italian group. 

MM also expects later this 
year to give approval for a zinc 
and lead mfau» in Tunisia. The 
Bongrine project, in which MM 
has a 50 per cent and operating 
interest, is much smaltor than 
Cayeli but the ore body is 
richer - 5m tonnes containing 
17 per cent of the combined 
metals. 

Mr Zeitler said a final feasi- 
bility study on Cayeli would be 
delivered this week by the 
Bechtel organisation. The final 
study on Bougrlne was expec- 
ted in June or July. 


Sugar market ‘likely to remain firm 9 

By David Blackwell 


SUGAR PRICES are likely to 
maintain their recent firm 
trend even- though the rise has 
been fuelled mainly by com- 
mission house buying on the 
New York market and not by 
any increase in physical off- 
take, according to C. Czaml- 
kow, the London trade house. 

As in the past, the commis- 
sion houses will want to liqui- 
date their positions but it 
would appear that on any 
major fan there is good buying 
potential from trade and end 
users, says Czarnfkow’s latest 
Sugar Review. 

The markets feel the move 


above the 15 cents a lb level 
can be justified by the "ever 
tightening supply/demand sce- 
nario, particularly for the third 
and fourth quarters of the 
year.” Weather problems have 
hit both Cuba, where rainfall 
has affected the harvest, and 
Thailand, where dry conditions 
have affected yields in the cen- 
tral region. The problems In 
Cuba, coupled with news of 
political difficulties, seem to 
have drawn speculative money 
into the New York market 
While availability in the 
short term an the world mar- 
kets is sufficient, Czarnikow 


points out that if consumption 
is to continue its steady 
long-term upward trend, "then 
at current levels of carry-over 
stock, production growth will 
need to match it rather than, 
slip behind.” 

It might have been expected 
that world prices by now 
would have led to a more defi- 
nite response by way of expan- 
sion plans, says the review. 
But F.O. Ucht, the West Ger- 
man sugar analyst, last week 
indicated that EC sugar beet 
plantings were likely to show a 
more modest increase than the 
marke ts had been expecting. 


Bolivia ready to dig into mineral wealth 

Foreign investors are looking seriously at mining opportunities, reports John Barham 

tytrr Mountain may 


THE SPANISH took Bolivia’s 
silver and the Patinos stripped 
its tin, leaving little but pov- 
erty and beautiful architecture 
be h i n d. That, anyway, is the 
cliche. But the fact is that 
much of Bolivia's extraordi- 
nary mineral wealth is stiUQt 
waiti ng to be discovered And 
foreign investors are beginning 
to look seriously at mining 
opportunities in Bolivia far the 
first time in decades. 

Mr Gcmzalo Sanchez de Los- 
ada, a former plannin g minis- 
ter and a shareholder in 
Comsur, Bolivia’s largest pri- 
vate mining company, says: "I 
think there could be a mining 
boom in Bolivia. Mining com- 
panies are like sheep - it 
takes for them to com e , 
but if one comes, the rest will 
fallow” 

A few companies have 
already taken the plunge. 
Among them are Britain's RTZ 
and the US’s Battle Mountain. 
About half a dozen other com- 
panies are negotiating with 
Bolivian companies or have 
begun exploration on their 
own. 

Recent foreign mining 
investments in Bolivia proba- 
bly total about $40-50m, with at 
least glOOm more In the pipe- 
line. Mr Charles Bruce, general 
manager of Mmtec, a fa Paz 
consulting firm, says “This is a 
substantial sum of money far 
for a country no one would 
touch three years ago." 

A decade ago, Bolivia pro- 
duced Slbn-worth of mine rals a 
year, nearly all of it tin. 
Annual sales now run at 
8270m. Mr Fernando Urqiddi, a 


mining analyst at the US 
Embassy in La Paz, reckons 
that investments of the order 
of $2bn-3bn will probably be 
needed to raise output to 1980 
levels by the year 2000. But Mr 
Bruce says output could be 
raised to 9900m within five 
years. “There has been tremen- 
dous growth. Things are speed- 


future probably lies with the 
Government and with Corpora- 
tion Mhsera de Bolivia (Comi- 
bol), the state mining corpora- 
tion. • - 

Comibol is a shadow of its 
farmer stit Sliding tin prices 
and radical economic restruct- 
uring in 1985 forced it to lay off 
85 per i^nt of its employees. It 


Bolivia mine production 


WO tonnes 

30 
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tog up Ear more than; had 
expected." 

Bolivia’s virtually unmapped; 
resources are thought to be 
impressive, but its turbulent 
recent history has meant that 
virtually no exploration has 
taken place for almost half a 
decade. It has an unparalleled 
variety of geology ana possibly 
no mine than io per cent of its 
resources have been developed. 
The country has . been com- 
pared to Nevada of the 1930s. It 
is particularly rich in gold, sil- 
ver and base metals. 

The key to Bolivia's mining 


shrunk from being a major tin 
supplier to a holding company 
whose assets are a tew mines 
close to exhaustion and per- 
haps as many as 800 unex- 
ploited mines. Some properties 
have been taken over by co-op- 
eratives created by Oamibol’s 

17,000 former employees, but 
the majorit y are ripe for devel- 
opment by outside investors. 

Bolivia has returned to 
democracy, tamed Inflation, 
settled its foreign debts and 
adopted stable, pro-business 
economic policies. But It still 
lacks sufficient foreign capital 


to unlock its mineral treasures. 
Which is why the Government 
wants to attract foreign invest- 
ment to operate joint ventures 
with Comibol, in which the for- 
eigners provide capital and 
technology and the Bolivians 
provide mines and labour. 
However, Comibol has no clear 
idea of what mines It owns, 
where they ' are or what they 
are worth. .The company has 
begun taking an inventory to 
get a dear idea of its assets. 

Confusion at Comibol is not 
the most serious obstacle to 
investment. Bolivia has been 
debating a number of changes 
in investment regulations for 
years. The key alteration 
needed Is a softening of a con- 
stitutional ban on foreign land- 
holdings within 50 km of the 
frontier. Foreigners could be 
allowed to lease, to operate or 
to lend to Bolivian-owned prop- 
erties. Rich and rapidly acces- 
sible deposits are believed to 
lie beneath the Andes close to 
the frontier with Chile and 
Peru and along the western 
frontier with Brazil. 

Some Investors are undoubt- 
edly deterred by Bolivia’s che- 
quered past - foreign assets 
were nationalised during previ- 
ous political upheavals. 
Although the economy is sta- 
ble, Bolivia Is srtfZZ a very poor 
country that remains heavily 
dependent on the narcotics 
trade. 

So for, the only major deals 
struck have been with private- 
ly-owned Bolivian companies. 
Inti Raynd, a gold mining com- 
pany, has sold 30 per cent of its 
shares to Battle Mountain for 


Slt5m. Battle Mountain may 
Invest a farther 590m. raatang 
it Bolivia's largest recent for- 
eign investor. RTZ has bought 
a SO per cent share in Comsur, 
which has assets in Argentina 
and Peru as well as Bolivia. 
RTZ has also taken a 50 per 
cent share in an exploration 
joint venture with Comsur. 

Two other Important invest- 
ments are under negotiation. 
Lithium Company <Lithco), 
signed in November a draft 
contract to produce lithium 
and other elements at the Salar 
de Uyuni salt flats in a $40m 
investment. But the contract 
has faced opposition in Con- 
gress and the media. Placer 
Dome of Canada is negotiating 
a SGOm deal to exploit undevel- 
oped silver, tin and zinc depos- 
its at Comibol's prodigiously 
rich Bolivar mine. 

Another half dozen compa- 
nies are sizing up opportunities 
in Bolivia. They are: Gencor 
ana Anglo American of South 
Africa, Canada's Cominco and 
Canyon Resources, both of the 
US. Australia's Broken Hill 
Proprietary and Niu Gini from 
New Guinea. Most of the com- 
panies are looking for gold, sil- 
ver and base metals. 

Although most investors’ 
eyes are on virgin mines, tail- 
ings at some of Bolivia's centu- 
ries-old mines offer rich pick- 
ings. Bringing Bolivia’s mining 
history full circle, Comsur and 
a miner’s co-operative are 0 
already processing tailings at 
the legendary Potosi silver 
mine,' which yielded over 3bn 
ounces of silver to the Spanish 
crown for 400 years. 


Mexico aims to challenge the flower superpowers 

Candace Siegle outlines plans to improve quality and boost export still further 


M exico has always 
been a land of flow- 
ers. The Spanish Con- 
qulstadores commented on it 
when they saw flower-fes- 
tooned boats plying the canals 
of Tenochfitlan, the metropolis 
which later became Mexico 
City. 

Today, rolling hills in the 
states of Guerrero, Mexico, 
Puebla and Queretaro are 
bright with of colour 

from the blossoming flower 
industry- Vendors carry those 
roses, carnations or gardenias 
to the city, where they are 
hawked to motorists at traffic 
signals or sold in bunches to 
housewives in middle-class 
neighbourhoods. 

Until recentl y, M exic o’s B ow- 
ers were rindJy for local ism- ' 
sumption. But now that Is 
changing. Mexico's young 
flower export industry experi- 
enced astonishing growth in 
the 1980s and supporters 
expect to see Mexico become a 
wadd competitor in the 1990s. 
According to Anapromex, the 
Mexican flower exporters’ asso- 
ciation, the industry was worth 
less than $lm in 1962. The asso- 


ciation says ent flowers 
hrouirht in 925m in 1989 and 
its goal is to double that fay 
1993. 

Mr Gustavo Ruiz Karl, presi- 
dent of Anapromex, farfw tM« 
is not an unrealistic goal. He 
cites the Industry’s rapid 
growth as one positive factor, 
adding that the Mexican Gov- 


ers. Only 10 per cent of that 
area is used for export blooms. 
The rest, according to Anapro- 
mex, is “peasant agriculture" 
meant for local sale. The 
results of these growing meth- 
ods, says Mr Ruiz, are flowers 
that do not last. Bouquets 
bought in local markets usu- 
ally have a life span of only a 


not made more of a dent in the 
European market. He blames 
problems with post harvest 
treatment of flowers for the 
fact that few Mexican blooms 
make it to Europe.. This pro- 
cess is what makes flowers last 
after they have been picked, 
“and so for,” says Mr. Garcia 
Sainz, “we haven’t come up 


From less than $lm in 1982 cut flower exports have risen to 
$2501, and the industry hopes to double that by 1993 


eminent targeted horticul- 
ture and floriculture for extra 
support in new pr ogr amm es to 
push exports. A 1989 revision 
in Mexico’s foreign in v estment 
Jaw hMiaw inmsting tn Mexico 
more attractive and Ur Ruizis 
actively^lootc&ig ;; br-^fttSIga 
concerns interested in pump- 
ing money into the industry, 
money n ee ded to construct 
greenhouses and improve qual- 
ity. Quality, he says, is the key 
to taking on topexporters Col- 
ombia and Holland in the 
world market 

Mexico has 6.000 hectares of 
land under cultivation for flow- 


few days. This is not accept- 
able quality in an industry 
where flowers may have to 
waft two weeks for shipment 
Only 120 of Mexico’s 7,000 
growers cultivate for export 
MfeariBe-ef IhbNtotot-ofl putting- 
upgreenftdoses and growing to 
international standards. 

Currently 90 per cent of the 
harvest goes to-the US and 
Canada. West Germany also 
imports a small number of 
Mexican flowers. At the Mexico 
City brokerage house of Hes- 
pirldes, Mr Maurlcio Garcia 
Sainz Wilson says that quality 
is the reason why Mexico has 


with the right solution to make 
flowers last long enough." Hes- 
peddes recently sent flower 
samples to Britain. Mr Garcia 
Sainz says that their quality 
was adm ired but exporting to 
; the UK-iS-out the question 
' until ^the post harvest treat- 
■ ment problem is solved. 

This leaves North America 
as Mexico’s principal buyer. 
The market for flowers In the 
US is so large that it absorbs 
nearly every stem offered. 
There, the powerful Colom- 
bians are tire problem. Their 
grip on the market is so firm 
that according to Mir Garcia 


Sainz, Colombians are coming 
to Mexico seeking more flowers 
to fill their massive orders. It is 
more profitable to export to 
North America because prices 
are higher than in Europe, but 
Mr Garda Sainz calls many US 
importers “very opportunistic” 
and says they take advantage 
of Mexico’s desire to get a foot- 
hold in their huge market Hes- 
pirides exports only to Canada. 

Mr Garcia Rai™ Is optimis- 
tic, however, about the indus- 
try’s future. “We're learning,” 
he. says, “and we’re learning 
fast.” Problems with post har- 
vest treatment are bring over- 
come in the processing of roses 
and carnations ana many 
greenhouses are increasing 
their yields per hectare. 
Already tine average Mexican 
hectare produces $200,000 
worth of flowers - more than 
a hectare in Colombia. Mr Gus- 
tavo Ruiz of Anapromex 
expects the Government push 
on agro-exports to bring new 
participants into the industry. 
He also hopes that his recent 
visit to Holland will boost 
Dutch interest in Mexican 
flower exports. 


WORLD COMMODITIES PRICES 


MARKET REPORT 

COFFEE PRICES reached 5-month 
highs in London yesterday amid 
concern about the situation in the 
Ivory Coast, the third biggest 
producer of the robusta variety 
traded in London. At £757 the May 
position closed £23 up on the day. 
Traders said fears of supply 
tightness were exacerbated by 
prospects of shipment delays from 
several other producing countries. 
On the LME copper prices were 
easier, but by midsession on 
Com ex the price had risen by 3 
cents to the critical 116 cents a 
lb resistance level. London cocoa 
futures reached 5 *2 -month highs 
early on but finished lower on 
the day. The May contract which 


London Markets 


SPOT IUHKKTS 

Grade all (par barrel FOB) 


+ or - 

Dubai 

SISTOXXOy -0.15 

Brant Blend 

S16.60-a.6Sy 

-.175 

W.T.I. (1 pm esq 

S2Q.46-0.48y -021 

OS products 



fNWB prompt dsilvary per torma C1F) 

+ Of - 

PremlLm Gasoline 

9210-212 


Ora OH 

150-160 

+ 1 

Heavy Fuel Oil 

S83-6S 

-1 

Naphtha 

9172-173 


PMrotaum Argva EatHriataa 


Other 


+ or- 

Gold (par troy az>+ 

930060 

+ 325 

Silver (per troy in)#, 

510c 

+ S 

Platinum (par troy «u) 

9501.75 

+ 830 

Palladium (per troy oz) 

5r3TJ» 

+025 

Alum In him (tree market) 

91555 

+30 

Copper (US Producer) 

1265*123 

+3 

Lead (US Producer) 

SOc 

+ 11* 

Nickel (tree market) 

4200 

+ 10 

Tin (Kuala Lumpur market) f 7.o«r 

+a.ia 

Tin (New York) 

2 »ae 


Zinc (US Prime Western) 

70JsC 


Come (live weighty 

110.340 

-020* 

Sheep (dead wetghqt 

226.B2P 

+ao4* 

Pigs (live walgmjt 

seasp 

-0.12* 

London daffy sugar (raw) 

9382.61 

+ 9l2 

London dally sugar (whtto) S441.SI 

+35 

Taw and Lyle export price 

C3S4S 

+8X 

Barley (EngOsfi toed) 

tiaras 


Maize (US No. 3 yellow) 

Cl 26. 75 


Wheat (US Dark Northern) 

0331 


Rubber (AprJW 

58.750 

-025 

Rubber (May )V 

57X0p 

-025 

Rubber (XL RSS No 1 Apr) 228.5m 

-ts 

Coconut oil (Philippines)! 

93801 

-10 

Palm OM (Malaysian^ 

92805 


Copra (PhaippmwW 

S282Xy 

■as 

Soptbeans (US) 

£170 

-a 

Cotton *A“ Index 

79.70c 

+0.40 

WoOttOps (64S Super) 

5730 



C a tonm unless otherwise staled. p-pmee/kg. 


chs anta/to. r-fingglVkQ. x-Fab/Uat. i-Mar/Ajw. 
v-Jan/Mar. w-Mar. z-Apr y*tay. tMe&t Commis- 
sion averse* fetuock prices. * change from a 
wobk ego. WLondon physical market §W Rot- 
terdam. 4> Bidden ma rket dose. nvMataysian 
centsAg. 


had touched £750 a tonne, ended 
at £738 a tonne, down £3 as 
dealers said fears of Ivory Coast 
supply problems had faded. Gold 
ended near the day’s high In quiet 
trading. After approaching the 
support level around 9395 a troy 
ounce on Tuesday the price 
steadied $3.25 to $399.50 an 
ounce. Dealers said a comment 
from Mr Nicholas Brady, the US 
Treasury Secretary, that a US 
proposal for IMF gold sales to 
cover loan arrears was gaining 
support from other countries came 
to late to affect the London market, 
but some selling was prompted 
in New York. 

Compiled from Reuter 


SUGAR 

- Lewd 

PH POX 

(9 per tonne) 

Haw 

Close 

Previous 

HigtWLow 

May 

343.60 

34340 

383X0 34320 

Aug 

34340 

344. GO 

361X0 3«M0 

Oct 

32300 

329.60 

334X0 329.00 

Dec 

32300 

327.00 

318X0 

Mar 

304.00 

30440 

30300 304X0 

May 

80300 

302.00 

302X0 

WMa 

Close 

Prevtoua 

Hlgh/Low 

May 

4336 

434-5 

4400 4330 

A» 9 

437.5 

4335 

437 X 4203 

Oct 

4130 

406U 

410-0 4030 

Mar 

390.0 

3830 

3035 3630 

Aug 

gnaw 


391X380.0 


Turnover: Raw 6489 (3101) Iota of SO tonnes, 
www 1911 (sag 


emmaos. - aw Vbarrel 


Latent Prevtoua Wgti/Low 


May 

1352 

1375 

1368 1348 

Jun 

13S7 

1376 

1370 1394 

Jul 

1352 

1371 

1366 1352 

IPE Index 18.75 

1365 


Turnover 8577 (8101) 

1 

I 

_l 

6 

5 


S/tanno 


Latest 

Previous 

Wflh/Low 

Apr 

1532$ 

157.75 

156X0 157X0 

May 

156X0 

154X0 

158X0 154-25 

Jun 

154X0 

154X0 

155X0 15150 

Jut 

15300 

15350 

157X0 154.75 

Aug 

15350 

157X8 

15375 15300 

sap 

15350 

15380 

160X0 157X0 

Oct 

15325 

161X0 

163X6 161.00 

Dac 

163X0 

182X0 

18360 162X0 


Turnover 8907 (9828)Joo of 100 tonnes 


wool 

AWC floor pries purchases remain between 
30% and 40% and stocks continue to rise. 
However, there does ooam to bo an 
undercurrent of staadtar trade demand at 
rather better prices hi tboee markets where 
wool is available el below the equivalent 
floor price level. These and consumer 
markets are very tar from buoyant The 
beginnings of improvemen t , even It 
seasonal, can be discerned. 


COCOA 

- London FOX 

E/torme 


Ctoao 

Pravloua 

HtgtWLaw 

Mar 

727 

730 

736 722 

May 

738 

741 

750 736 

Jut 

760 

753 

780 747 

Sep 

766 

767 

775 784 

Deo 

788 

789 

800 784 

Mar 

805 

808 

819 804 

May 

819 

822 

833 819 


Turnover 8172 (14718) lota of 10 lonnos 
ICCO Indicator prices (SORa per tonne). Dally 
price lor Mar 13 877.10 (883X6) 10 day average 
lor Mar M 852X0 (845X5} 


COFFEE - Loa 

dan FOX 

E/lonne 


Clone 

Previous 

Hlgh/Low 

Mar 

748 

700 

747 722 

May 

757 

734 

768 740 

Jul 

718 

711 

737 714 

Sep 

727 

719 

744 722 

Nov 

740 

733 

755 738 

Jan 

755 

742 

770 745 

Mar 

770 

757 

770 765 


Turnover 6745 (5751) loti o< 5 tomes 
ICO Indicator prices (US cents par pound) for 
Mar 13: Comp, dally 77.47 (75.19). 15 day aver- 
age 75.13 (74X5) 


POTATOES - 1 

ra 

E/tome 


Close 

Previous 

Hlgh/Low 

Apr 

164.0 

1636 

1635 182X 

May 

194X 

196X 

197.0 I92X 

Nov 

930 

930 

97X 

Apr 

1430 

mo 

140.0 137X 


Turnover 336 (366) ton of 40 tonnes. 


SOY AMAH HCU - m E/tonra, 



Ctora 

Prevtoua 

Hlgh/Low 

Jun 

12350 

124X0 

12350 

Aug 

12350 

124X0 

12350 

Oct 

12350 


12350 


Turnover 4S (IQ Iota Of 20 tonnes. 
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Ctoao 


HtflNLow 

Mar 

1613 

1822 

1616 1612 

Apr 

1625 

1528 

me lesn 

Jul 

1396 

1380 

1385 1381 

Oct 

i486 

1470 


BH 

1627 

1628 


Turnover 88 {2631 

auam 

i- an 


CftONIo 

Whasf 

Close 

Previous 

HtfltWLow 

Mar 

111X0 

111X8 

111-40 111X5 

May 

113X6 

11336 

11380 11326 

Jun 

1I34S 

11325 

11370 115X0 

Sep 

10345 

10328 

10335 

NOV 

10346 

ttftXS 

10345 108X5 

Bar** 

Cfose 

Previous 

Wflh/Low 

Mar 

104X5 

106X0 

104X5 10446 

May 

10350 

107X0 

1030Q 103X0 

Sep 

10340 

10325 


Mar 

11305 


11300 


Turnover Wheat 291 (141), Barter 17 (59) 
Turnover lots td 100 tonnes. 


PMta 

- an 


(Cssli Settlement) Pftg 


dose 

Previous . MqH/Low 

Apr 

1237 

120X 

1236 

Jun 

120X 

1230 

119X 


1133 

1135 

1138 

Oct 

1136 

1136 



Turnover 76 (101) Iota ot &2S0 kg 


LONDON TAIL BtCHAIIM (Prices supplied by Amatganwesd Metal Trading) ***■«■» 60 troy cc STtro, oz. ChlCSffO 
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837% purity (9 par tome) 




rang turnover 18X90 tome Mar 

488X 

5024 

4824 

V 

0 

” S07ABEAM5 5X00 bu tnln; eantaMOlb bushel 

Cash 

1567-6 

1546-6 

1560 


1680-1 







Ctoae 

Previous 

HJflh/Low 


3 months 

1589-70 

1861-2 

1675(1547 

1683-4 

15765 37X16 tots 


51*2 

max 

51*0 

520 X 

SflU 

a 

5123 

0 - 

Mar 

57 2/4 

378/4 

577/4 

572/0 

Copper, grade A (C per tome) 




rang turnover 39X00 tonne Jon 

May 

584/0 

897/0 

soon 

509/4 

583/4 

Cush 

3 months 

1812-4 

1618-20 

1597-6 

161671614 

188671880 

1616-6 

1691-2 87798 lots 

Apr 

tea a 

SZ7.1- 

0 

0 


606 IS 

606/0 

801/0 





800/4 











— ~ W— ra- 



612/4 

61 1« 

606/4 















Cash 

8 months 

740-50 

608-9 

73545 

805-6 

7057750 

5167803 










616/6 

62Z/6 




504-5 . 

5168 10X84 Iota 

*>r 

20.15 

an» 

2037 

20.01 

Mar 

627/0 

633/4 

630/0 

627/0 

NkM (S par tome) 





Ring turnover 2266 torn* 



2268 


SOYABEAN OB. 60X00 lbs; cantarib 


Cash 

3 months 

9100-00 

6849X0 

8800X0 

8880-700 

910019060 

602578775 

si 

SB 

882650 7,147 lota 

Jut 

-20X0 

2060 

2248 

20.41 

20X8 

2037- 



Ctoae 

Prevtoua 

Hlgh/Low 


Tin (9 par tome) 





Ring turnover BBS tomo 2? 

2040 

2034- 

2265 - 

202B 

Mar 

Miy 

21X2 

21.77 

2iXi 

22X7 

21X0 

21X7 

21.45 

21.88 

Cash 

3 months 

6990-400 

6525-30 

8305-406 

6620-6 

640078396 

063676800 


8390-5 

882640 

8530-40 5,110 lota 

Nov 
. Dec 

2041 

2040 

2&20 

2024 

2246' 

20X4 

Jul 

Aug 

21X3 

21X7 

22.10 

21X1 

21X7 

21.75 

21.75 

21.00 

Ztoo, Special HUP Ofrada (9 par tonne) 




Rlnp Turnover 21,050 Urine J*n . 

20X8- 


2040 

20X8 

s«p 

21X0 

21X0 

21.11 

21X1 

21.62 

21X0 

21X0 

21.11 

21-S$ 

21.40 

Cash 

3 months 

1725-30 

168+5 

1695-700 

1572-5 

1740 

160571872 


1738-40 

158600 

1661-6 17X88 lota 

HEATWO 08. 42000 US galta, cantaOIS galls 

Dae 
- Jan 

21X5 

21X3 

21.05 

21.00 

Ztoc(* per tonne) 
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- RtoO turnover 315 tome 
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Cash 

15S070Q 

182040 



1686700 


- Apr 
May 

8880 

5351 

8425 

8320 

6218 

SOYABEAN MEAL 100 tons; Won 


Marah 30 

1880-89 

1000-20 



108680 

’ 203 lota 

6219 




Ctoae 

Prevtoua 

Hlgh/Low 


LJME Ctestop CM rats: 
SPOT: 1.008S 

months: 1JSB20 

Jul 

6 months: 1X580 8 mentos: 1XS72 Aug 

ipM 

5816 

5193 . 
5883 

'6275 ' 
S3SS 

5190 

S27S 

Mar 

May 

163.4 

167X 

105.1 

169.7 

16SX 

169.4 

163X 

LONDON 

lULuem ■AMonr 


NgaiYaHr 

asp 

Nov 

Dac 

6465 

6810 

5373 .> 
5523 .. 

5480 

5610 

6685 

6396 

6610 

Jul 

Aug 

Sap 

Oct 

172.1 

T74X 

1 TOM 
177.3 

174J3 

178X 

1745 

176X 

172X 

174.0 ' 
17SX 

177X 

gold (tine cot) S price 

2 equlwatant 




Jan 

6886 

5628 

5700 

8868 

180.0 

179X 

Chwa 

sosVaeeAi 

247V-6491* 

GOU) too troy QZ_- Sriroy oz. 

COCOA 10 tomeesnonnaa 


Doe 

W1.1 183.7 

183X 166.4 

183.2 

181X 

Opantog 
Morning fb 
Afternoon 
Day's high 

398*2-389 

38380 

24712-048 


Cloaa 

Prevtoua Hlgh/Low 


does 

Travtam 

Hlgh/Low 




be 38375 

39BV400 

243 MB 


Mar 

Apr 

Ms* 

Jun 

Aug 

Oct 

OSQ 

38610 

,,-3865,- 

xsao o o . 

.400.7 401X 3B8X 

403JS 0 0 

•4002 407A 4004 

AIM 4120 41 IX 

.417.1 4MX 4HL3 

4224 4204 4225 

4Z7X 427X 427X 

Mar 

WBO 

tan 

1113 

1096 

1T19 

1114 

1075 

1070 

Cloaa Previous Hlgh/Low 


Day's low 

398 >2-399 



• ' 405X 
4»X - 
418.1 . 
<21-4 

Jul 

Sap 
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LONDON STOCK EXCHANGE 


INTEREST by US fund 
nwh a g ^ ra , to gether with good 
results from some us 

companies, carried the UK 
stock market through aTutffer 
steady trading session yester- 
day. The advance was selec- 
tive, however, with the ga*n in 
the Footsie only 13 points at 
best, and ran into the ground 
in late dealings after Smith- 
Kline Beecham disappointed 
the market by disclosing 
merger cost provisions sub- 
stantial^ greater than expec- 
ted. 

The session opened cau- 
tiously on the overnight news 
of a further setback m Tokyo 
and a , modest dip on Wall 
Street. But London quickly 


influenced by company news 


teonot 



— -• » — m 
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turned higher as Jt-becama - 
known that B atte r y m arch; the ■ : 
Boston-based . computerised'! 
fund management gronp^ was 
indicating buy offers on a 
tenge of UK bine drips, ihctmt . 
ing Sears, Storehoose, Boots^ 
ami other well-known names. 

Although Batterymarch 
ofters do not indicate prices - 


and are. therefore, not neces- 
sarily translated into actual 
deals, the UK market made 
good progress, led for a white 
by . the' Futures where the 
ITVSB contract extended its 
premium from an initial 3 
points to around 10. ■ 

Good results from British 
Aerospace gave a further impe- 
tus -to the equity market, as did 
the news that MCA of Calif- 
ornia is to buy Geffen Records, 
(figpelfing the belief in London 
that Thom EMI intended to do 
so. Thom advanced strongly as 
analysts took the view that 
Geffen would have been an 
e x pen siv e purchase for the UK 


The Footsie Index touched 


&23&3at best before cooling off 
as Wall Street opened uncer- 
tainly and London’s pharma- 
ceutical analysts returned from 
fhp Smtthntnc BeecbsjQ meet- 
ing with mixed views. Shares 
in the recently-merged phar- 
maceutical group fell by about 
5.6 par cent, but some analysts 
.maintained tHjp might 
prove to be a conaideratde 
over-reaction. 

The market faded away in 
the last hour of trading to 
show a final reading on the 
FT-SE Index of 2^226-1, for a net 
adn of onb L6 pain ta Many 
senior staff at City dealing 
firms and institutions were 
beading for Cheltenham when 
the famous Gold Cup horse 


race rrfaco todav. 

Seaq volume of 376.1m 
shares compared with 317.6m 
on Tuesday. This week’s trend 
towards luge share deals con- 
tinned, with Hanson trading 
heavily as a leading UK securi- 
ties house apparently sold on a 
sizeable block of stock. 

At Panmure Gordon, the 
London broker, Mr Nigel little 
commented that the recent 
trading in large blocks of blue 
chip stocks appeared to indi- 
cate .a re-shuffling of institu- 
tional portfolios. ’There has 
been a decrease in the fre- 
quency of d««iB by the institu- 
tions which has been more 
than.ofibet by an increase in 
their size," be added. 
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Heavy 
deals in 
Hanson 


Heavy trade was recorded in 
Hanson as the shares a B pp ed 
against the trend of the wider 
market to close 4 down at 
229 Vip. The Seaq ticker 
tered several large 
including one of almost 7m 
shares, as volume reached 20m. 

Much of the trade was con- 
ducted by Hoare Govett, and 
market makers elsewhere 

..tht mohi that the broker was 
^conducting institutional sell 
orders. Somei traders believed 
the price weakness was related 
to the weaker trend of other 
leading conglomerates to 
the effects of profit figures 
from BDft 

Others suspected, that some 
former holders of the 10 per 
cent convertible unsecured 
loan stock were now awash 
with ordinary shares. More 
than 92 per cent of the loan 
stock, worth £96Sm, was con- 
verted on February 29. It is 
also possible that the shares 
could have been sold by former 
holders of Hanson's convert- 
ible preference shares, 97 per. 
cent of which, worth £3 6m, 
were also converted last . 
month. As one maricetmaker 
put it “There’s a lot of stock 
with holders who don’t want it 
any more.” 

* RAe revival 

British Aerospace revived 
sharply from recent weakness 
to close 20 up at 505p. Turn- 
over at &2m shares was high 
by recent standards. The 
group's full-year profits, at 
£333m, were wen above market 
forecasts and 28 per cent up on 
1988. - 

Much of the day’s trade was 
done early in the session fol- 
lowing publication of the 
results. Thereafter interest 
slowed, although a flurry of 
buying did devrtpp after a posi- 
tive presentation to institu- 
tional investors by Hoare Gov- 
ett, BAe’s brokers. Hoare 
predicted 1990 profits of £28Sm 
after allowing for strike costs 
of £45m- 

“These are good results with 
a strong balance sheet at the 
end of the year,” said Mr Fete 
Deighton at County NatwesL 
He said, there was Tittle likeli- 
hood of BAe paying more 
money for Rover, it won’t pay 
compensation to the rest of its 
Airbus partners as a result of 
the UK strike; and the the 
European Fighter project is 
likely to continue. All in all, a 
bright outlook.” County Nat- 
west predicted 1990 profits of 
£340m. 

Mr Clive Forestier-Walker of 
Kitcat&Aitken forecast a simi- 
lar figure, but added: “These 


are. good results but 1990 will 
be a par ticularl y testing year 
given uncertainty over future; 
defence projects.” : 

HUlsdo wn weaken 

Hillsdown fell after leroak 
. ing. that 1 . its 1969 profits, had, 
been boosted by an unexpected 
pensions holiday, but toe foil 
was cushioned as the company 
stepped Into tbe . mbxket and 
bought its own shares. 71 

- HHlsdown shares dropped 
when it emerged that the 30 
per cent rise in -profits to 
flBSAm only matched' expects? 
tions because of a surprise 
reduction in pungtow contribu- 
tions. . 

- The impact of the recent rise 
in interest rates an HHIadown’s 
non-food, dhdsfous was a fur- 
ther source of concern. As a - 
result, many brokers lowered 
their p rofi t estimates for 1990. 
County NatWest cut its fore- 
cast to £245m from £250m. 
white Kitcat&Aitken lowered 
its to tMllm from 

However, BUfedown staged a 
partial recovery in busy trad- 
ing as it bought 500,000 shares 
at 247p. Hillsdown said its pur- 
chases had been at . a price- 
which was earnings positive 
and because market conditions 
were suitable. Further , pur- 
chases were not ruled out, 
HQtedown closed 7 off at 246p, 
after 241p, on a. turnover of 
85m. •..;■■■, •, 

Merger costs 

Smithkllne Beecham 
recorded the sharpest fall gf 
the day among FT-SE 100 
stocks after an analysts’ meet- 
ing described fay one of its par- 
ticipants as "unconvincing.” - 
The shares foil 30 to 3D0p on 
exceptionally large, volume for. 
the stock of 5Jm shares. •_ 

Dnalwn saidthe market was 
also dteappqdnted at the £500m 
previs|fl%-agBinst'.restniQtnr*j. 
ingj Tfaec company’s compo- 
nents. Smithkllne Beckman, 
and Beecham, . merged last 
summer. Analysts also noted 
that, largely as a result erf a 
write-off against goodwill, 
shareholder funds were nega- 
tive. “This is a psychological 
matter that shnplyaffects sen- 
timent," said Mr lan White at 
Kleinwort Benson. He 
remained portfire an the stock 
in the longer term. ' . 

Several analysts also felt the 
decline was overdone. Some 
blamed .reports of downgrad- 
ings from one; large securities 
house, which they said was 
“unjustified.” 

Two analyst s ad de d th at 
fond m ana g e rs' were confused. 
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by the results. There was a 
Question mark, for example, 
over whether the high charge 
for restructuring would be 
reflected in a correspondingly 
cost savings in the 


British Gas made eariy prog- 
ress to. touch 217p, ahead of a 
presentation at Nomura, the 
Japanese securities house, but 
later -slipped back to dose 
unaltered on the day at 2Up. 

•. BP, responding to reports 
that the gr oup was about to 
announce more cost-cutting 
exercises and job losses .undo: 
its “Project 1990,” edged up 2 to 
333p. Shell rose 3 to 462p. 

There was plenty of interest 
in second line oils. Aviva* 
Petroleum,, a weak market 
since newa that the chairman 
had-redaced bis stake in ffae 
group, advanced 4% to 99Xp 

have 

asset valnes for. the company. 
Current asset valnes: for the 
group were said by one special- 
ist to be "ultra conservative.” 

Profibtaking weakened BTR 
as the company reported prof- 
its below market expectations. 
The shares had a good run 
ahead of the figures but the 32 
per cent jump in I960 profits to 
£L06bn reported py the com- 
pany foiled to the' mar- 
ket ami the shares fell 8 to 414p 
cm turnover of 4m shares. 

Mr Robert Mortem at BZW 
said: These are good figures 
but th ere is nothing on plans 
for BTR’s US flaatation.They 
are now out of the way and 
there, is unlikely to be ftnther 


news In the short-term to keep 
interest going." BZW predicted 
1990 profits of £l-225bn and 
£U7Rm in 199L 
Christies International 
gained 4 to 338p after reporting 
a 68 per cent rise in annual 
profits to £66-Sm. Mr Hark 
Shepperd . at UBS 
PWffips&Drew said: Tt will be 
more difficult for the company 
to arti&rte a aimflar level of 
growth , in 1990, althoogh the 
king term trend is still good." 

Beazer rose 5 to 158p in 
response to first-half profits 
revealing a 16 per cent rise to 
£63m, The company hinted it 
was considering floating off 
part of Its US operations. 

Rolls- Boyce were wanted 
ahead of today’s foil-year fig- 
ures and *b» shares milted s at 
18lp on turnover of 12 ul 
S imon. Engineering recov- 1 
ered same of the previous day’s 
foil, closing 4 up St 345p. BZW 
has upgraded its profit fore- 
casts mid now expects 1990 
to be £4&5m and the 
■ year p«Sw 

Smtthlhflustries hardened 8 
to 248p in good two way trade 
on vagne talk of a stake-build- 
ing exercise. TAN closed a 
penny lower at lfllp following 
a foil of 8 p dr cent in foB-year 
profits to £84m. "These figures 
are disappointing and puzzling. 
The reasons- for the fafi are not 
exactly clear,” said Mr Sandy 
Morris at County NatWest 
-- Air traffic statistics gave a 
fillip to British Airways* 
shares, which rase 4 to 203p of 
good, volume of 2.7m shares. 
BA’s passenger load factor last 
month was 67 per cent, the 
best achieved in a February. 
Mr Ban White at County Nat- 
. West WoodMac odd they were 
expected to .he good, but they 
were “particularly good riven 
theeccnondc slowdown.” Deal- 
ers noted buying from both the 
US pud UK. 

A H. Farts finned 3 to 58% 

...todqy- 

. . .pexfiinnedr 

well, . led- by S. G. WEjeisurg, 
which rose G_ to 4SQp in the 
wake of a profits upgrading by 
BZW. The latter lifted its fore- 
cast of 1980 jffe-tax profits by 
£20m from £170m to £190m, 
saying Warburg’s equities-and 
corporate. finance departments 
have performed better than 
expected in the last quarter. 

Ktelnwort Benson, reporting 
preliminary figures today, 
added 4 at 41 Op; profits of 
around £70m have been pen- 
. cflted-in by most analysts. Wd- 
tand Bank were 4% firmer at 
837V*p but other leading high 
-street banks -were generally 
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Lloyds Abbey made good 
progress in life assurances, the 
shares adding 8 at 316p. Tank 
over was a poor 554,000 shares. 
Prudential put on 2% tol98p 
on 12m white Legal A General, 
reporting annual results today , 
held at 88^. 

Dealers said activity in the 
composites was confined to 
switching business. General 


APPOINTMENTS 


British Gas 

managing 

directors 

■ BRITISH GAS has appointed 

two new managing directors: 

Mr Howard W. Dalton, who 

becomes managing director, 

ex pl oration and production; 
and Mr George H. Langsbaw, 
managing director, ^obal^s. 
Mr Langsbaw*s appointment 
takes effect m April 1 and Mr 
Dalton’s from June L B oth wil l 
serve on the company’s group 
executive. 

Mr Dalton’s respansflrfBties 

will encompass the company's 
oil and gas interests 
worldwide. He succeeds Mr 
Cedric Brown, now m ana g in g 
director, regional services. 

Mr Langsbaw will be 

bfe for the new 
b usiness emit created to help 

British Gas expand from its 
core UK business ami develop 
into gas-related activities 

across the world. ... 

Mr Patton has been with 

Amoco Production Company 

for 30 years. He will move w 
London from Ca iro whe re he 
is president and ge neral ^ 

manager of Amoco Egypt W 

Company. 

t unpahfl w was chairman 
of the Wales region. 

■ Mr David Steyn, formerly 

a director of Lazart Investors, 

has been appointed managi n g 
director of ,, , , rT Trt 

YASUDA-PAINEWEBEER, 

a Joint venture established by 


the Tasuda Mutual Life 
Insurance Co andPainewebber 
Inc to provide asset 


advisory services to cfienls 
around fbeworid. 

■ PROVINCIAL BANK has 


■ Mr Bob Chappell and Mr 
Ted Atbanasetedes have been 
a ppoin ted to th e board of 
METUFE (UK). They are both 
ex ec utiv e vice presidents of 
the parent company, 
Metropofitanlifo Insurance 
Company of New Tack. 

■ ALBA NY LIFE 
ASSURANCE CO has promoted 
Mr Derek Dean, information .. 
•technology director, to the 
main board. _ 

■ MrFeterBJf. Urn has been 


■ Ms Maundy Todd has been 
appointed director of the 
HOLIDAY CARE SERVICE, 
a national charity which 
advises disabled 
hri Hfla y - mahera 

■ Mr 1 GocdonWIIUanis has 
beeaiappointed a directorof 
HUNTING. He is head <rf the 
aviation division, the i 
subsidiary of which is 1 
Aviation. 

■ GORDON, WATTS A CO, 
has appointed Mr John LA. 
Mocattaas chainnan foUowing 
ti*e resignation of Mr Khdtftfau 
K- Adtem. Mr Brian Hoe gl i ton 
becomes chief executive. . - 

■ CROWN FINANCIA L 

MANAGEMENT has appointed 

'Mr-Mnnay eiiMn jav 


Erector at the new tetri point 
Of Sale Services division. He 
was with Apricot computes. 

. ■ BRITISH KENS, part of the 


Mr Bryan: 

- production director; He held 
a similar-past atStavetey. 

■ PHIIIPS bps appointed Mr 
Jahn-HawMag as managing 
director of Its business systems 
r. He was sales and 
director. 

LAZARD BROTHERS & CO 
1 Mr William 


liability management at 
STANDARD^ CHARTERED 
BANK in Londcui. He was .. 
group risk manager. 

■ CKEDTTO ITAIIANO 
INTERNATIONAL has. 
appointed DrMTO rixlo Bomiti, 
(fireftoce oaxteate of* 
Mediobanca, as a tEoectar 
foDowing Mediobanca's 


marketing. Ha tras with 
Confederation Life 

■ Mr Subarii Grate, Air 
India's director of finance, has 
been appointed deputy • 
rfurtrman of ADUJW R 
MUTUALIN8CRANGE. . 

■ Hr Tmty Dwyer has been 
promoted tosates and 
technical director at - 
AtRSTREAMOKfflTH-WEST). 



ilnCIL 

■ RICHARD BURBIDGE, an. 
Oswestry-based timber 
products manufacture r, has 
appointed Mr David Pretext 
as a non-executive director. 
He k chairman and managing 
director of W. Canning. 


■ STORMSEAL 

WINDOW CO 


ted 


MrkBcfaeel Jones as group 
financial director 1 . He was with 
Coopers A Lyhrand Dejoitte. 

■ IS1EL HNANACIAL 
SERVICES has appointed Hr 
Klchard Seymour as managing 


ACCESS TECHNOLOGY, 
Marlow, has appointed Hr 
Mike Winn . as European 
general manager and as 
ma nag in g director. He was 
managing director- of Apricot 
Hnandal Systems and a main 
board director of Apricot 
Comp nterg. 


Accident were 7 firmer at UU7p 
and Son AiMawce put on 3 to 
294p. In brokers, Sedgwick fea- 
tured with a 4 gain to 264p. 

Vague talk of Japanese 
stakebuilding in Laura Ashley, 
denied by the company, pushed 
the shares 7 better at one 
point. But they weakened by 
the close to 57p, still an 
i m provement on the day of 4. 

A number of the leading 
building stocks moved ahead. 
George Wlmpey, after the 
recent figures, added 6 at 242p, 
Tarmac put on 5 to 220p and 
Red! and hardened 3 to 54gp. 
Phoenix Timber held at 104p as 
Mercnrius Gruppen increased 
its stake In the group to 232 
percent 

Unigate gained 7 to 269p on 
12m on speculation that Moun- 
tleigh, the property group, may 
be considering a bod. But most 
analysts were surprised at the 
suggestions and considered 
«mn>i an offer highly unlikely. 
Mountleigh added 2 to 135p. 
Berisford eased 3 to 145p on 
22m as the market waited for 
further news on the talks the 
company is holding which 
could lead to a bid. There was 
also suggestions that Mr Larry 
Goodman, the Irish business- 
man. had bought a modest 
amount of stock. A2. Foods 
eased a penny to 392p on talk 
that It had been one of the 
stocks bought by Battery- 
march. 

Thom EMI staged a strong 
recovery, dosing 20 higher at 
714p, alter confirmation of 
recent hints in the market that 
Geflen Records might be taken 
over fay a US company. The 
predator turned out to be MCA. 
Thorn have been depressed 
over the past month or so by 
stories that the group was 
about to raise money in the 


TRADING VOLUME IN MAJOR STOCKS 
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stock market to help fond the 
acquisition of GeEfen. 

Cable & Wireless rose G more 
to 535p, still boosted by the 
recent profits upgradings 
which have reflected the sale 
of the 20 per cent stake in 
Hong Kong Telecom to Otic. 

Pressac continued to reflect 
takeover speculation, rising 9 
more to 95p. But Alphameric 
slumped late in the session 
with the shares quoted at 5p to 
XOp, compared with an official 
closing level of 22p, after a 

whnek annn myffmpnt that the 

company “is experiencing a 
period of substantial losses, ” 
and Is In an “unsustainable 
financial position.” For the 
year to end-March 1990 a loss 
at £llm is exported. Alpha- 
meric said. The group also 
unveiled a rights issue of 802m 
shares at 5p a share, on terms 


of 18 new shares for every five 
held. 

Rank Organisation climbed 
13 to 767p following a positive 
statement at the annual meet- 
ing. The company said that let 
sure and entertainment 
remained among the fastest 
growing industries in the 
world, with spending forecast 
to grow at nearly twice the 
rate of GDP growth in the UK 
and US. 

Water stocks extended Tues- 
day’s firmer trend buttumover 
in the sector remained very 
low. The Water Package rose 
£30 to £1588 while the best per- 
formance in the water stocks 
came from Southern Water, 7 
higher at 14Gp. North West and 
Wessex added 4 apiece at 1547p 
and 174p respectively. Thames 
Water edged up 3 to 152p. 

A late decline in Sovereign. 


(HI & Gas reflected the placing 
fifth** remainder of the stake 
held by Anglo United, which 
last year won control of the 
Coalite Group. The stake, some 
3m shares, or roughly 5 per 
cent of Sovereign, was said by 
dealers to have been placed at 
175p a share by a leading UK 
securities houses. Sovereign 
Oil & Gas shares settled 3K 
down at 187p. 

In an otherwise quirt pack- 
aging and paper sector, Bowa- 
ter stood out with a steady rise 
of 8 to 4B0p as dealers took 
pnsiHnnn ahead at the annual 
figures on March 28th. 

Steady busting ahead of 
finals today from Glaxo left the 
shares 6 better at 735p. 

■ Other Market statistics, 
ftirthnWng- fthg VT-ArtnaHen 
share index. Page 24 
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FT UNIT TRUST INFORMATION SERVICE 


Current Unit Trust Prices are available on FT Cityline. To obtain vow free 
Unit Trust Code Booklet ring the FT Cityline help desk on 01-925-2128 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


foreign exchanges 


FINANCIAL FUTURES AND OPTIONS 


Nervous yen slightly firmer 


The Japanese yen rallied 
subtly against the dollar yes- 
terday, despite attempts by the 
Bank of Japan to play down 
speculation about a rise in its 
discount rate. It has been 
suggested in the financial mar- 
kets that an increase in the 
discount rate may follow 
today’s return to Tokyo of Mr 
Yasushi Mieno, the Bank’s 
Governor, from a visit to 
Europe, 

Referring to this an nfftofa] 
at the Bank of Japan said it is 
unwise for the central bank to 
alter its monetary policy only 
to respond to currency move- 
ments. Hie added that interest 
rate policy should be managed 
to achieve the policy goals of 
controlling inflation and recti- 
fying international trade 
imbalances. 

His comments were in reac- 
tion to a general market view 
that Japan should raise its dis- 
count rate by % per cent to 5 
per cent if it wishes to halt the 
yen’s recent decline. Dealers 
said the present value of the 
yen already discounts a rate 
rise and that if the Bank of 
Japan continues to resist such 
a move the currency win con- 
tinue to weaken. 

The Bank of Japan also said 
yesterday that the mnrn indus- 
trial nations should remain 
committed to containing infla- 
tion in order to control cur- 

C IN NEW YORK 


rency movements. Co-ordi- 
nated intervention in the mar- 
kets win be effective only if 
there is confidence In the com- 
mitment to currency stability. 

At the close of trading in 
London the dollar had eased to 
YI52.2Q from Y152.50. Profit 
taking Zed to a general decline 
tit the US currency in quiet and 
featureless trading lacking 
fresh economic news. The dol- 
lar fell to DM1.7135 from 
DM1.7160; to SFrl.5260 from 
SFrl.5275; and to FFr5.7875 
from FFr5.8050. On Bank of 
England figures the dollar’s 
index weakened to KL5 from 
6 & 8 . 

Sterling Improved to nervous 
trading as the market awaits 
an important period for UK 
economic news, including 
Tuesday’s Budget and the 
trade figures next Thursday. 

The pound rose 90 points to 
51.6095. It also advanced to 
DM2.7575 from DM2.7475; to 
Y245.00 from Y244.00; to 


SFz2.4550 from SFrt.4450; and 
to FFr9.3150 from FFr9.2900. 
According to the Bank of 
Fngfand sterling’s index rose 
03 to 86.4. 

The D-Mark lost a little 
ground within the European 
Monetary System, weakening 
against the lira and French 
franc. At the London close the 
D-Mark had eased to L737.65 
from L738.65 and to FFr33775 
from FFr33830. 

The South African financial 
rand weakened sharply after 
Mr Nelson Mandela, leader of 
the African National Congress, 
called for tougher sanctions 
against South Africa. The pre- 
sentation of the Budget to Par- 
liament in Pretoria bad little 
impact on the currency, but 
the Government ruled out any 
relaxation of South African 
pyphflnpp controls or the aboli- 
tion of the two-tier currency 
system. In London the dollar 
rose to R4.1250 from B4.0735 

apinst Hw finanrial rand. 


umuiwmviaffnM 

fMjmMterilH* 

Strife CMHaDmb hMtticmi 

*7? «5 M7 W? 

to » M2 M m 

81 2-41 Ml 149 1*3 

82 248 347 1-35 245 

83 1-36 2-57 2-35 

84 HI . 2-26 243 3-04 

85 M4 M0 «Z 342 

86 0-39 140 447 448 

BUoritd minor taUL Calls MS PoU 844 

htidhiaw teB5B 


ivnisiwMunMmi 

Strife Ctffrsettteawts 

*£ 4 s a- 

89 3*18 382 

•K 2-34 3-22 

91 1-57 2-51 

92 M2 2-19 

93 0-39 H6 

94 0-39 1-32 

95 0-25 1-12 


FVTMtES QFISXS 

ftrtMdUsnoK* ' 

026 14§ 

0-38 1-26 

0- 54 M0 

1- U - 2-15 

1- 42 2-47 

2- 15 MO 

W? MO 

3- 45 4-40 


EstMri wta* lot*. CM 83 KsZD 
PnrfwOf's wen feL fcta2»7 *S2M2 


LffFEESMUnXWTmS 
MO* 8*8 «1W% 

Swte fahre ti lM «& 
Prta Ja Sa 

9000 0.99 0.90 

9025 0.77 171 

9WJ 057 055 

9075 038 0.41 

9100 024 029 

9125 013 021 

9150 CM 014 • 

9135 OM 009 


UFFE EUOMUK 0FUB8S 

Omi*+4M% 


Pntv*eta>wts 
■im Sq 
0,07 030 

000 024 

005 003 

021 0.44 

002 057 

0.46 074 

066 092 

087 U2 


Strife MWIa fee 
Prlc? Mr Jm 

9G50 0.94 077 

9075 0.69 055 

9100 044 036 

9125 020 021 

9130 QjQL Oil 

9175 0 OM, 

9200 0 WE 


PaB-Btawat* 
Mar Jm 
0 OHS 
0 006 
0- 012 
6.01 022 
C.C7 037 
031 057 

056 078 

OS1 LCZ 


EURO-CURRENCY INTEREST RATES 


Mv34 

Latest 

Pitatous 

dost 

LSpot 

U07O-L60B0 

£6095-16105 

lMMth..... 

0.94 -0.93pm 

0.94-0. 93pm 

3ran*a 

2.75-2.73)0 

257-253m 

12 moittai — 

9.n-9.6Qpn 

9.15-9.Q5PM 


SWUM 14V 1 ' 

OS Dart* 8V8 

Cm. Qatar 12Vli 

D.fidUcr 8V8: 

Sit. frmr. 8V& 

Deatsferopk 8-79 

Fr.Fraac loVli 

Italian Ura 13-11 

BetfaFnae 10V1C 

Vw 6V6i 

O Krone 12-11 i 

ManSSfeg 8V8l 

Loag lam EmMUrc tnfo 
l<an9A-9A perocat aaM. 


-9fi ptrccfe,' Owe jean 9 £-94 per cnC l 
term rates »caU Mr US Dotes aMJ*mi 




POUND SPOT- FORWARD AGAINST THE POUND 


FtorwM pfoaUms art t 


iVPtrUUt US dollar 




BUafefe iafeM total Cads 2977 Ms 732 
FicitaBdfe*tBfeaHLCaBs 21890(3877 

LONDON CUFFE) 

2KVEM 9% N8IVUL GILT 

Otm 

One HM Lew Pm. 
Mar 81-30 81-18 81-15 81-07 

Jm 82-16 82-18 BM8 81-26 

Sep 83-n 82-21 

Etfcmrt wfea* 2365 1 0032 3 
PrafeB (tays wea lit 35999 06756} 


us TKAScar bombs i* 

WnferiW* 

Ctae HWi Lm Prw. 
Mar 91-29 91-23 91-23 91-29 

Joa 91-22 91-23 91-06 91-22 

Stf> 9M8 91-18 

EsUuodmtotoe 2648 (2525) _ 

PMMhi dtft opea H. 5526 6271) 


6% NOTmu. cnun govt, bond 
■P 54JMIBetedlM* 

dose Hlfe k® Pm. 
Jn tBJA 82.73 8L06 8L4Q 

Stf 8266 in ^ gm 

Dec 8266 BL41 

Ectfertsl mdme 52660 (314191 
Pierian Par's spa ML 55013 04090 


6% HOTBMM. LflM TEM* 1AP4JIESE GOVT. 
BOB nSlM 01 188* 

OM HM Iff ta. 
JM 9107 93.17 9089 92.70 

Sep 9121 9140 9108 9193 


Ettlmtfe rctane tntaJ, C»Bs 0 Pob 15 
Pm (oefer'sepeateti* 4794 P»i* 7823 

CHICAGO 

mriBtwwTwiwwni* ! ■ 

goqaoo32^MW* • 

ta tt fl» £& 

8 88 88 %% 

Dec 91-05 9W» 90-30 90-31 

tfcr 91 -0Q 91-01 90-30 <*W6 

Jat 90-26 9027 90^4 9020 

59 4020 9020 <90-18 90-13 

Dec - ' - 9006 

Mar - 89-31 

Jan ... 89-24 

Sep ....... 89-17 


111 TH4SURV BUS (BHD 
UnpMrtalUO* 

B Ifioh Lm Pm. 
Mar 9ZJ5 9246 92J3 . 92.W 

Job 9234 92.13 92.L3 9213 

Sap 9U9 92 M 9L99 SZm 

□ec - 9250 

Mar ... 9L82 


tfr 125^88$ per SPr 

lotzfl RHh Lea Pm. 
Mar 06549 QiSti 06549 06568 

Jtn 06543 06550 06539 06556 

Sea Q6531 Q6531 Q MFW) 06542 

Dec ... 06542 


L8FFE HOW WIMES OFlMS 
PM29B|B88pMMiM188% 

Strife Cilk-seOktaaa f WwttUePwS 

ss & & (i s 

g uS IS ^ | 

8250 152 228 138 to 

8300 128 104 164 2JB 

8350 U7 L82 193 266 

SS gg Vt is M 


uffz suCTsiauw enme 

C»MMpM*Mai* 

Strife Ub-MtUemfes MMetttaeen 

88 as SB m <ffi 

IS 064 069 (UJ2 016 

8450 030 050 0.03 Og 

8875. (1119 0J5 0.07 0^ 

HB ao 02 13 w 

8525 Q 0.14 a« 061 

8550 0 a 09 0.73 061 

8575 0 007 0,98 104 

titlBOte d TfllBBt feM. CtffgM RglSk 

PnsMB nr* «»« Ibl cam 72239 Mi 42256 


JAPANESE YEJt OHM) 

YnjfeiS pgT108 

tar 

Joe tt 6588 06595 0.6586 a 6538 

Sep 06605 OMO S 06604 06602 


08125,088 $ per M 

i^tst hi* usr 

Ife 0-5840 0^847 03836 

im 03840 03848 03837 

SV 05834 05842 03827 

TOttwwnH EuatBOUAR amo 

gjapririeaf X88* 

Latest HM lm 
Mar 9142 9L« 9141 

Joa 9122 9123 9120 

Sep 9109 9112 9109 

S 90.92 90.94 90.91 

U* 90JJ4 9035 9063 

JM • 90.75 90.77 90.75 

Sep 9074 9076 9074 

Dec 9067 9069 9067 


Latest HJjfc Lew Pm. 
336.65 33690 335.90 33060 
34065 340.95 33960 33935 
344.45 34560 344.45 343.90 


FINANCIAL TIMES THURSDAY MARCH 15 1990 


FINANCIAL & PROFESSIONAL 
SERVICES IN S.E. WALES 

The Financial Times proposes to publish this 
survey on; 

11 APRIL 1990 
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160 106 Untstrel Europe Com Pref — 

393 300 VetwtewjDragCO-PlJC 

370 278 W3Yeattt - 


G «s» 

C hange Mr (pd 

0 10J 

0 

-2 43 

0 6.7 

0 5.9 

0 U.0 

0 14.7 

-1 14.7 

0 76 

0 10.3 

0 
0 

0 8.0 

0 36 

41 

0 10.0 

0 IB-7 

0 9J 

0 10.7 

0 93 

0 22.0 

0 162 


new 
96 P/E 
3.1 92 

23 16.9 

6.0 

7.6 6.9 

12.2 

4.7 3.9 

8.8 

36 12.4 
9.4 


86 53 

33 126 

7.4 4.9 

52 96 
31 103 

103 

6.0 

73 9.4 

53 232 


SfeaWs talwted (SB MM (USM) »v dealt U nNect to tbe nries and rasalatlm of The 
ISC. Otta seeurttk* nsted tate in dealt fe MPiect to the rate of ISA 
Itae securities art dealt la stifc«i on a nutefed banafe huh. WUim GrantRe & Ool 
U nited nor (milk Davies United *c emtat nalen Is these sec*1ties 
• Ihoe MCMttles ne dealt oe 8 Rstrkttd butt. Flenfer detalb anflaUe 


CnaviDe & Co. Limbed 
77 Vtoedl Street. Lonrinn El 8AF 
Tdephooc 01-488 1212 
Member of TSA. 


Granville Davies Limbed 
77 Mamed Street, London El 3AF 
Telephone 01-488 1212 
Member om» 1SE & TSA 


9-11 GROSVENOR GARDENS. LONDON SW1W OBD 

Tel: 01-828 7233 AFBD member 



MEMBER AFBD 


TIME TO 
BUY 

GOLD? 


CAl. Futures Led 
Windsor House 
50 Victoria Street 
l-ondoa 
SW1H ONTT 
Td: 01-799 2213 
Fax: 01-799 1321 





No.7,189 Set by HIGHLANDER 


INTERNATIONAL 
DIRECT MARKETING 


The Financial Times proposes to publish this 
survey on: 

APRIL 18TH1990 

For a full editorial synopsis and advertisement - 
details, please contact: 

Neville Woodcock 
on 01-873 3365 

or write to him at: ■ ■ 

Number One 
Southwark Bridge 
London. 

SE1 9HL 



ACROSS 

1 Lose track of matt’s intro- 
duetkm cm Scottish island 
<G> 

4 Aidememoize about fendar 
<80 . . 

9 Riding gear obtainable for 
tuppence once In stock 
clearance (6) 

10 Force animal to drop off (8) 

22 TO insult about half the 
street is hard to fathom (8) 

13 Return label with each top* 
class cake (5) - 

IS No ta gging to drahi large 

IS One more an earth? Could 
be <7) 

20 Leaf-insect’s display (7) 

21 Son is able to scrutinise 
minutely <4) 

gS Aftra- taking two points, side 
pronounced respect (6) 

26 Complete Sheridan’s Sir 


Late assistance of around yesterday, as two earlier pacts 
ilSSm was also provided. expired. 


13 per Cent, nine-reel** mostta 13 PV cm; Uader £100,000 11 Jj per cent horn Oa 9,1989 , 
DqmKi wlttown for cafe 5 pv art. 


28 Sat on her broken old chair 

m 

28 Attemp 

80 Bear, I heard, is na 
sights 

32 First port at Gobi desert is 
free (6) 

DOWN 

1 Foreign ladies made off to 
disarray ($) 

2 Avoid teams favoured to go 
up®- 

8 The greatest possible river 

attraction (6) 

S Charge up about LOO Euro- 
pean monetary units (4) 


6 Unfortunate at being 
(zapped imfate, badly nour- 
ished (^5) 

7 He drives many a may of 
car (6) 

8 French road almost chock* 
a-htoefc that's sad (6) 

U Apert from when tower to 
status (7) 

14 Be pre par ed to defend &g) 

17 One vehicle In middle of 
road makes list of all run- 
ners (8) 

18 A strange sound to make 

familiar (fl) 

18 (Sven hia original rarfln (g) 

22 Sprinkle salt on to winter 
perhaps (6) 

23 Move Quickly in vain, it’s 
said (CO 

24 Far every round, our drinlre 

dispenser appears <6) 

27 Advance on the front fine 
involving Woodshed (4) 

Solution to P nnfa) No.7,188 


□ UC1QULJ QnEQQQQLd 
3ns tl in Q □ 

aaBHua auanoDHa 

Q a a d □ a h b 

□□□anHUIT] OQEDQQ 

(J □ a □ □ n □ 

□ □00 OaBUQOBBGlO 

0 0 Q Q 0 Q 
□QaauDQHoa gnii]n 
o a a h q cj a 
□□hbqo HaGQonao 

□ □□□□□□□ 
oaanQQEjQ bbqbed 
a □ □ a o □ o 
anLiDEjaan qlidlibb 





jj^ ' ii -t £ 1 v. * if 4< : 'r K 













































































































FINANCIAL TIMES THURSDAY MARCH 15 1990 


Ml ✓iX* lU 2 ^d 


AbMhAMIms 

cwamnuM 


smMMiMkr. 

VritsteMag. 




flmtr 
Cutur 
Enta-CatzcitA 
En»-6aU*ttR . 
HittamaU I ftce 
HutuimklkFae 
KOP. 

None 
kjmmm 


Pohjob ■ff Free _ 
Kaubu-Aqab ___ 


UBFC' 

UtlL 
WvtsllafelU 


f^nr-T 


BanralnsCle _ 
BMPtCertJwJ 


JaaWoe 

Jab Piper 


JiipffMw.k 


>-»W>W 






M*» Stock Mgb Ln CioaaCtas 

14450 Scott* ( $14% 14% M% 

ram S i gn u MSI* K *%— 1% 

inssesra Cm $13 «% w + % 

B700SHOTC 0 I 110 IB tt 
2BM5St»aCn $40% 40 40 

ZQSSMntt 99% 0% 0% 

WSfet $10 H> H +% 

4RS BotfMm JEM 29% SB 

Mao Bptr Mm l 90% 0% 0%+% 
21924 Suioa A $30% 20% 20% 

ISnOBTCCBw $10% 10% W% + % 
249CB0 Tadk B I 324% 24% 24%+ % 
W1WMA n% B% «%-% 
S77B2 T«rr* Mn 12 11 II- 4 

171B5 TtamCor $U% 15% «%+ % 

79703 Tor Dm Bk 919 4% 1B% + % 

G7a0 Tartar B I 930% 30% 30% - % 
4IWM *32% 32% 32%+ % 
25590 TmAMU 919% 19% W%- % 
33953 TlCao PL SIO% 10% M%- % 
2500 Triton A 919% 19% «% , 
WTMOTrtaras *9% B% B%+ % 
231200 Trtzse A I 9Z1% 21% *l\ 

HOTHbmB *a% 24% 2(% 

4«1 Unioorp A 415 4QS 405- $ 

nOIMsnoBr 3M too 3M 

3940 U Eilprba $12% 12% 12%- % 

79G73 Vartty C 370 MS 399- & 
S730 Vlcnoy R 440 « 433- S 

ZTZSWKBf 912% 12% 12%-% 

Movtokfwoad sis n u 
10091 Wcoasl E 921% 21% 21% 
zaooo w**m ii n »r% t% t% 

4100 W— mn t» 37% 37% — % 
lonWoodwdA 220 320 220+ 3 

f-Na voting rigid* or iMrfctod wOofl 
right*. 


MONTREAL 
4pm prices March 14 


a m-* 

W% 17%+ % 


20Q BoMbrdrA 
»i20 BambnfeO 


uaacuemtm us uo *45 +05 

imiOwmoA su% is u%- % 

WOO Danudua $11% 11% 11%- % 

7100 IMlWMBC (00% 09% 09% 

43243 NUB* Cda 010% 10% 10% 

snu NOHWCO SIS 12% 12% - % 

MSSD mw> CHp $15% 15% 19% + % 

OKS Pnurigo $10 W M 

49DOMbacf A $12% 12% 12%- % 

4100 QuatMer B $11 10% 11 - % 

wso vtoootron $13% w%n%+% 

TOM SUM &019.105 Am 




Mar 

MW 

Mar 

Mar 1 

Mar Mar Mar Mar • IBS 

6700 1 Since coropnatkxi 

14 

13 

12 

0 t 


_ HIGH LOW AUSTRALIA 

4MHbUs 2687.84 267435 268671 268353 2810.15 UMM I ZU0.15 4122 

aivm am m I cuimu ansa """.iHTfl — 

Rome Boats 90J9 9034 9038 9036 

Tracporl U5B45 1153.76 1144.91 1139.05 

UUfltkS 2I7J2 217.05 219X10 21930 


6aM JUUai 00/12180 

CT II1 HO 

orww opua buha 5E o/um 

236.23 lDjo naass 

awn tswsa niiwtiwrSEoaOT 


15506 15606 15710 15792 

798.4 603.4 3Q5J 8090 

67331 677J7 675.76 67661 

99BL95 600191 602167 604030 

37638 375.48 376.97 377.48 


275.49 (Z70W 


NYSE Commute 

18568 

U&25 

18651 

18618 

Ann MIL Vita 

36137 

360.79 

36187 

361.13 

NASDAQ tanpodti 

436-15 

43438 

43636 

43676 


5616 01/10891 

m>awm 


288123 288702 2892.98 291267 1 UW64 05«89J 


UHUOQ2/179S 


SAPtal. F/Ertlo , 

NEW YORK ACTIVE STOCKS 

Sukt Ooaing Change 
traded price on dsy 


£2Z20QQW» | 357380080 


TRADING ACTIVITY 

' tVMtm MUflona <Md5E 

liar 14 Mar 13 I%ri2 b=H5 


MEIHOB-ANDS 

CES nUBoAaJEM H89 

W9A85tegail9B3> 

NORWAY __ 


2530 2520 251-1 2510 
1947 1933 1926 1926 


P8J» P5J2 834,97 83846 1 M64fctW9Q> 

139626 QWIUW 


496 SOUTH KOKSA— 

at Kim Cra> El M/l/801 


12910 050891 

19610 anm 


3 atfB 03 fm i maaom 


U4L60 lMjja mm 115730 


1613 


m 


1249534 00090 


910670090 [ 386.73 


5U3 I 5710(4090 




TOKYO - Host Active Stocks 

Wednesday March 14 1990 


FT hand delivered in Turkey 

At no extra charge, if you work in the business centres of 
Ankara, Adana. Adapazari. Antalya. Bursa, Eskisehir. 
Istanbul, Izmir, Kayseri, IQbris, KocaeS. Manisa. Mersin. 
Samsun, Trabzon 

0 Istanbul 5120190/10 lines 

And ask for Metin Gurel for details. 


FINANCIAL TIMES * 

tlWl WUNlUftiKwtfA»|l * 


A word of advice (and comfort) 

for business travellers staying at 
North America’s leading hotels... 

ALWAYS ASK FOR YOUR COPY OF 
THE FINANCIAL TIMES! 
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4pm price 9 March 14 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


w* low Stock Mr.nLE nMf* Low OwoteCtew* 

_ - A-A-A - 


11 10 mmseuo 11. as> n « + 4 

*5 o'* Acwsp im 11. zoo s a% 9 + 4 

“4 TO ALLab .10 3 2Q 277 21% 21 3, Z1% + 4 

44 S4AUCA .19* 3.0 42 207 3% 34 34+4 

04 34 MOM II 418 34 34 34+ 4 

»** W4AMInpl 2 12. M «4 104 18? 

i®4 sSjam* atm eth ta4 nb-ib 

27 25 ANA pi 207 


8 8782 64% 834 834-1* 


", 2S AHA pi 207 ii. 2 254 2S4 294- 4 

234 ANR $1 2.12 841 2 234 234 73 b~ 4 

54 34 AHX 118 4 3434-4 

734 39 ASA 3a *7 IZ7I *J% 62% 83 - b 
704 90%AM_zt) ISO 20176143 034 03 034+4 


704 90%AMLab USB 20176143 83* 
174 114 AkUM g JO 80 133 

13 64 AowC to 4.1 11 243 g) 

34 1 tome. SC aoii a a* 
304 Z7_ Amn 22 267 34? 


Adobe 

Adob pf 104 82 
Mob pi 240 11. 


38 19 184 » + 4 


11. 173 214 214 2<4- 4 

213958 94 tf 34+4 
m 21 20b 294 294+ 4 
20 8 12 84 84 84 . 


384 27 town 22 287 34% 3*4 3*4- 4 

184 IftAdaExlOea VL 244 184 194 184- 4 

154 74 Adobe 3« TO% « 0-4 

204 16* Adok pMO* 92 28 19 184 TO + 4 

214 194Adobpl240 11. 173 214 214 2»4- 4 

104 04 AUO 213858 94 8* 34+4 

35 284 AMO pi 3 ia 21 284 294 294+ 4 
«4 9 Arfreat .18 20 8 12 84 84 84 

024 ■«% AeWJ £70 66 81780 304 50 604+ 4 

14 8%AHP0 3H £3 630 104 10% W% 

28 104 Altman* m 4710177* ts4 104 «4+ 4 

34 2 Afleea » 2 2 2 

60b 40 AlrPnl 172 27 13 MM5 49% 48% 464- 4 

46 »% AhbFrl 50 1 5 18 003 u47% 4*4 474 +9 

264 UbAkau 17 193 184 18 18 -4 

294 184 AMmm £40 12. 10 34 194 «4 194 

W% 84AUPCBLB7 0LZ 14 94 84 04 + 4 

984 884 AW pf 9 07 xUQ 93 83 93 - b 

91 82 AUPpIta 90 1300 88 884 884- 4 

304 194AMkAb 70 0 9 408 24b 23% 244+ 4 

23b ISbABnyto 76 2010 81 174 77% 174-4 

284 184 Alberto *20 0 20 192 254 224 234+ 4 

20V 134AKWASJ0 1.1 10 302 194 19, 19 

804 384A8KSI 08 1719 477 364 8*4- 4 

254 IHAtonilB 52 67385 214 214 2*4+4 
884 234 AJooStt M £7 12 198 21% 30% 31% + 4 

34 234 Marti! 1 U 18 373 284 284 984- 4 

71% 484 Alta* 24 44 48% 484 «4+ b 

WBb BOV ANeaCp 1 531 10 10 W 87 88 87 + % 


»V 84 amp etua 
984 884 AW pi 3 


06 am n re* obh- *1 
O 9 408 244 23% 244+ 4 
2.010 81 17% 174 174-4 
020 192 254 22% 234+ 4 


254 18% Alcan • 1.12 52 67385 21b 214 2*4+4 

384 234 AJcoStt M £7 12 188 21% 30% 314+4 

34 234 MBrtb 1 U 18 373 254 284 984- 4 

714 484 Alta* 24 44 48% 48% 484+4 

WBb BOV ANegCp IOS 10 10 to 87 88 87 + % 

14 4 <4AlgM 83 7-W 7-16 7-18+1-32 

3% M2vfwglpr 80 7-18 7-16 7-TO+1-32 

124 7-16 ^AU pK 35 4 4 % + 4 

42% 324 AlgLud 1JO £8 7 3» 0424 «4 4=4+4 

42b 354 AUgPw 3-M 70112072 404 40 404+4 

»% 0 AUeaO 18 173 11% 11% 11% - 4 

19% 114 Altai pn.76 11. a 184 <84 iQ4- 4 

254 124 Align n .12a O 29B1 1S4 1*4 *4%+ 4 

164 HbAInCop 100a to. 10 104 H 19b 15% 

254 22b Altai pnoto 47 3B 234 22% 22% - 4 

to? 84 Atom 12 6« 84 84 Wi + 14 

404 31 4 MdSgrri 100 8.1 10 1312 35% 354 364+ 4 


AUSgrri 100 8.1 10 1312 35% 3S4 364 + 4 


10% 10 AtaMu J8e 

104 94 AMM JM 


286 104 104 W4+ 4 

140 9% 94 94- 4 


114 94 AMIO 0«a 6.1 282 104 10% 104 

Mb 9 AUKS nos 60 338 94 84 94 

10 84 AM 103 (1.60 70 108 8% d 8% 84- 4 

9% 9 AMUPAMa 70 387 94 94 94+ 4 

41% 274 ALTEL *108 40 to 858 304 304 304+ 4 

764 674 Alcoa 1-60e 20 83306 86% 84% 85 - 4 
204 W4 AmnxG 08 031 ISO 174 17% 174+4 

284 204 Aina OO 32 83397 »4 244 2*4+ t 

44% 394 Aina* p» 3 70 3 414 414 414+ 4 

164 74 AmBaa OO 20 3 820 34 8 8 

134 94 Amaral to 40 11 to 10 9b 10 

154 34 Amdara 5 22 4% 4% 4% 


274 64 AmdU plios 23 9 64 64 84 

61% 3SbAmHM OO IO 8 881 48% 47% «% + 4 

aob 04 ASerek • 04 oar is% r» is%+ % 

81% 824 AmBmd £72 40101139864 6*4 84%+ 4 

«3% 1274 AM *207 £0 1131, 131 131 

394 2B% ABMM 02 23 17 18 374 374 374- 4 

27 194 ABuaP S 08 3012 140 224 224 22%~ 4 

21% 17% AC*pBd £Me IX 61 174 d17 T74+ 4 
224 194 ACapOr £31e 1£ 3 194 194 194- 4 

94 64 ACapIn 1.10 TO. 434 8% 64 6% + 4 

804 47 ACwn 106 201720*7 524 61% k4+ 4 


84 ACepln 
47 ACyaa 


33% 254ASPW £40 70 9 2D4B 30% 304 30b~ 4 

39% 27%A*£*p 02 &3 10 10800 284 27% 284+ 4 

224 14b AFendy 02 £1162068 164 M% « 

334 234 AGnCp 108 3.1 8 364 30% 30% 30%+ 4 

84 74 AntQwi M II. 30 7% 7% 7% 

U4 8% AG** 1086 IV 141 94 0% 94 

• -* — w% 104 H4 


U4 94 AQTT 102 10. 82 W% *0% W% 

24 »% AWPr £32 11. 12 144 26% 20% 20V - 4 

2*4 W4AHW1II 12 1 234 234 23% 

1104 8*4 AHome 430 *0 M 17031014 100% 1014 

884 5D4Anrtal£16 50132234 604 SB4 89% 

112 75% AMGr M 0111900 9*4 924 «*4 

28% 3 Mil M9 »4 9 54+ % 

10% 94 AQF n 1 11. 84 94 9% 9% 

40% 224APmd OO £4 145 26 24% 3*%+ 4 

154 104 AHEM 2 to. 7 131 124 124 124~ 4 

9% 54Anm*102 28. 2 199 54 5% 54+ 4 

18% 34 ASS 00 17. 151 4% 44 4% + 4 

194 64 AS8 pi IOI 23. 85 8 7% 7% 

54 2 A8Np 29 3 2% S%- 4 

724 314 An8ler 1 10172185 57% 66% 67 +1 

47 304 AT&T 120 £91910573414 404 41 - 4 

20 164 AmW4 OO 4J11 167 17 16% 10% 


10 17 2488 974 66% 67 +1 


20 5% AroaOp .10 1.7 
15% 114 AiMlafc 04 5.1 

11 94 


20 164 AmWk OO 4J 11 167 17 16% 10% 

IS% 134AW«pr105 00 2300 15 15 13 

IS 64 AmHofl Bo 117 64 ■ 6 

404 3*4 Anerob 1JB 23 H 1 47% 47% 47% 

20 54 AnttOp .10 1.7 7103 04 8% B - 4 

16% 114 AiMUk 04 5114 551 12% 124 124 

11 94 AmewSc 1.05 to 4B to4 10 10 4 

56% 404 Amoco £04 301710119 544 03% SOb- 4 
494 40 AMP 106 £0193047 484 47% 47 V- 4 
10% 8% Ampa» 90 &2 10 30 64 94 «4~ 4 

94 94 Amra 08 1.1 20* 7 6% 7 

9% 5% Amwp 2D 74 7 74 

204 224 AtaStb IM U 9 42 22% 224 22%- 4 


23 H t 47% 47% 47% 

1.7 7102 04 8% 0 - 4 

51 14 601 124 124 12% 

to 48 to 4 10 104 

301710119544 03% 53b- 4 
291930*7 484 474 47V- 4 
£210 30 94 94 94- 4 

1.1 284 7 6% 7 

90 74 7 74 

U 9 42 22% 224 22%- 4 
12 405 34 3b 34 

035 573 324 314 324- 4 
30 1200 8 7% 8 

£716 30 29% 284 294+4 
£6133100 384 34% 364+ 4 
17 820 24 23% 23% - 4 


■74 2V Anocrap 12 405 34 3b 34 

384 M%An»*k 90 035 533 324 314 324- 4 

11% 7 Analog 301209 0 7% 8 

314 224 Angela 90 £716 38 29% 28b 294+4 

48 33b Anheun 98 £5133188 38% 34% 254+ 4 
24% 8% Mhm> 17 820 24 23% 23% - 4 

20% 124 AnOmy «OB» £5 9 83 12% 124 12b 

4B4 28% Aon op 190 3910 104 37 30% 3*4+ 4 

184 34 Apedw 98 1023 322 164 15 15 -4 

12% 10% Apa n 90 73 115 11% 11% 11%+ 4 

JOV 734 ApPw jUM 90 ISO to to 70-4 

38% 30% AppUc 96a 1.1 7 SO 32% 32% 534+ 4 

14 7% App04g 1133 104 10b 10% 

14% ArcfiO 8 .10 01210393 20% 20% 204+ 4 

2B% ArcaCn 290 80 0 290 38% 384 384+ 4 

ObAtaAM to 92 8% 84 84+ 4 

194 AiMEx n 80 89 214 214 21%+ 4 

20 Adda 108 40 1403 23% 23% 23b 

42 Arktapl 3 89 93 47% 47% 47%+ % 

94 Amwe AO 40 01340 W>V U »4+ 4 

214 Anne pQ-to 90 11 204 23 234+4 

41 V Anne pMJSO to 89 454 45 45 

314 ArtaW1 105 3O92B305 34435+4 

34 ArowE 12 6 4% 4% — 4 

54 Amt pno* to 34 124 *24 124- 4 


41% Armc pfUD to 89 46' 

314 Amtofll 108 20 9 2B3 35 

34 ArowE 12 6 

54AmEpnO* to 34 121 

• Artni 80 111 

134 Arvln OB 4022 044 IS 

334 Artai ptoto 09 0 42i 

204 Amigo 190 SO 5 030 29 


344 25 + 4 

.15 ?>- > 


to 34 12% 124 «4- 4 

80 114 11 114 

4022 044 154 14% «4+ 4 


17 to% 102 


84 AaPCM 1 2931 2772 354 34 34%+% 
04 AslnPc .10a 1.1 1074 104 15% 10 - 4 
54 Anita i960 22. 6 83 7 0%7+4 

9 Anno 03* 9 40 to 18% 18% 

11% AtMn a 1 80 8 20 13 14% 14%- 4 

23% AflOan 108 6913 117 284 »4 284+ 4 

32b AflEmg 208 70 10 285 38% 30b 384+ 4 

68% Art k* 5 49121850 1104 113% 1154+1 


211% Arte $t£8D IO 1 2744 2744 2744-1% 
U% Adaa a 17 30 17 10% W%- 4 

144 ATMOS 1.19 0029 4* 17% >7% 174+4 

. 3 AudVd SB 3% 34 2%+ 4 

164 HbAugU 40 20171070 14 13 14 +4 

24% 10% Auetr n 07a A 147 IS 16% 16 

83% 35% AaMOt OO 19191433 61% 50% 51%+ 4 
74 4% Anton iota to 2 5% 0% 5% - 4 

274 204AVMGO M low 171 244 24b 34%+ 4 

33% 22% Avary 06 20 14 1043 Z7 4 27% 274+ 4 

32% 314 Anal 90 10 W 303 324 31% 31% 

414 214AMM I £9 W 3933 34 % 344 3*4+ % 
334 224 Ana pi 2 72 251 27% 27% 27%+ 4 

21% 13% Aydta 1e £7 0 41 15% «% I4%- % 

— B-B B — 

40 30b BCE g £52 89 047 37% 38% 36% - % 

20% 14% BET -95* 009 5 15 15 10 +4 

104 64 SMC 8 101 8 7% 7%+ 4 

30% 23% BP Pr mOBe £5 348 20b 28% 28%- V 

31% 28% BRE £40 89 7 17 27% 27 27% 

18% 0% BBT £13* 21. 8 85 10 0% 10 + 4 

23b 13% Batmen 1 7923 9B 13% 13% 13%+ 4 

24% 18% Btarf 0300* to 1 20 20 20 -4 

28 »4 Botottn AO 13 SI 2MB 28% 26% 20%+ % 

60 44% BtoH pOLSO £1 90 57% 57% 57b 

24b 104 BaMor » AB £4 15 T 20b 20% 204 

34b 28 Ball 1.12 3020 88 29% 29% 294+ 4 


344 20 Ball 1.12 3020 83 29% 294 294+ 4 

29% 104 BallrM 90 £4 19 1208 12% 12% 12% 

16% U%BaUBcp OS £4 7 347 W%dlO% Mb- % 
34% 2S48*nO£ £10 £910 744 30% 30% 30%- 4 

63 48b Baft pS490 U zllO 61% 51 51 - % 


a S 


63 40b Baft pS450 U ZllO 61% 51 51 - % 

334 21b Bacon* IO* 3011103225% 28% 234- 4 
12 8%8Dcfti ITS 90 74 7% 74 

35% 294 BeBdV 1.15* £9 40 26% 29b 29%+ 4 

59% 4T% BnSwd 109* 39 10 t 4?% 42% 42% - 4 

11-16 4 BonTta 115 1644 1644 1&64 + 14* 

80% 67% Bandog 1 1918 589 87% 00 89 

30% 134 O0M 134 79 20 3735 IS 15% 10 

30% 29% Bkfi pM£43* n. 42 30% 30 30%+ 4 

39 234 BkB PS39B* 11. Ill 80% 20% 30 

tob so Bupiceose n ztsio 524514 sz%+ % 

24% 2b BMC 2887 4% 4% 44- 4 


BkNY £12 £4140 10» 
BflhAw 1 £5 77550 


it « wvr -f 

04 29% 30 


65 3*4 BkNY £12 £4140 1076 394 30% 394+4 

304 20% BflhAw 1 30 77550 20% 28% 28%+ 4 

30% 34% BkA p*3A0e £4 74 364 36 304+4 

85% 57% BA pf 6* S.7 S 62 61% 61% - 4 

0% 44 BftA pi 290 . 85 4% 4% 4%-% 

68% 30% BankTr £33 £0 3021 40% 40% *04+4 

174 W% Bannar a 861 14% 13% 14 + % 

304 20% Barclay 190* 4.7 6 4 38% 38% 38%+ 4 

204 2* BorB pr£30a 99 382 25 34% 24% - 4 

20% 23% BarS *1-51* £2 130 24% 2*4 24% + 4 

26b 12% Bold AO 291210700144 14 14%- % 

38% 25% BvoSp 1.03 4.7 15 260 30 29% 30 + % 

40 29% Bamoll 190 39 06173 31% 31 31 - % 

13% 0 Banrid 30 1.7481011 12 1!% 12+4 


13% 6 Bveld 30 1.7 481011 12 11% 12 + % 

17% 14% Band 2910 M 618 14% 14% 14%+ 4 

10 13 Bam -ID .7 372333 194 14% to%- % 

80% 46% BcuscC 199 £315 170 »4 57% SB + % 

20% 184 Baxter 94 £0 10 4580 244 24 34% + 4 

304 35 BaxptA£458 69 ~ — 

78? a24BtaplBU0 4J 


78% 024Bhp(B3J 

H% 17% SySOlUO £310 18 194 W% 19%+ 4* 
IT 11% B08/SI £60 49 7 780 134 13% 13%+ 4 

32% 31% B*wg * 94 £8 10 273 24% 24 24b 

10b 8% BMC 91* 69 6 00 10% 10% ffl%+ % 

22V 144 BckJna 90a 19 10 +to 13 14% 14% 

02% 484BtatOk198 1914 837 80% S% 80% - 4 

114% 74 BeHAft 490 49 17 2297 91% 9Q% 00% -1 

10% 13% BdHnd M 29 14 05 14% 14% 14% + % 

33% 4Q4BaftSo £5E 49 163303 »% «% K%- 4 

41 204 BatoAM .44 1929 48 344 34 34 

37% 35% Band* .73 2917 188 31 2B% 31 +1% 


44% BantCp 220 49 10 127 49 

40% Bonrt pM90 to 32 43 
23% Banal peso 99 zZ90 26 
1% BngtB 5 JB 913 187 2% 


S 1 * « * % 

40 43 

254 254+ 4 
*4 2%+ 4 


13 187 24 24 2% + 4 

W% 1l4B*M(nn 31 12 1Z 1Z - 4 

80004718 BMttft WZ2*71» 710D 7120 -30 

174 W BarUB n 23 332 15% 15% 15%- 4 

tob 12 BaryPsJSa £6 23 5 154 IS 154 


104 9% Btaffly 20 346 10, 8% W + % 

294 19% BrtiSH JOB 19 78801 204 »% 18%+ 4 

034 4S4B0*lpt 8 «. 10 49% *84 *4 + 1 

28b 234 BthS pC£50 to 37 SS 24% JS 
10 3% Bavrly 2208 4% 4% 4%- 4 

23b ObBtocB .Kto 910 838 17% lfi% 164+4 

Sb 15 BtrSO 90 £7 8 333 10% 17% 10% + 1 

24% 14% BtaekO 90 29 2890 17% 17% 17% ♦ % 

29% 25 BdtHCp 194 69 12 « S4 08% 2Sb + 4 

9% 8% tnaw i.OS t£ 1401 84 84 84 


9% 8% BBstn 1.05 t£ 1401 84 84 04 

11 8% BfcMT JB £5 1176 ID 9% 10 + 4 

37% 204 ,JB £817 384 Sib » 35b + b 

214 13 BMEa aino 15% 154 15%+ 4 

to% T34BMAT 94* 29 H 74 13 14% 16 


Mgb Lew Stock BIW.8 NW 
8% G4Bto*Ote-tte 1£ 304 6% 8% 64- 4 

88 <Q Boateg sl^O 1923685*874 «% »4 + 1 . 
48 354 BotooC 192 £9 04316 38% 37b 384+1% 


8% 4b Barter .00 
11 64 Bond 

1% 4 Band wt 


334 84 
2100 0 4 
301 0-to 


3* 10 BoMfOMo 22. B 30 114 «4 114+ 4 

23% 0% BardCh £«Se 21 8 212 11 10% «%- 4 

38% JB* Benton >B8 39 3BI* 31% 314 314+ 4 

19b 134 BCoUi 1* £7 9 14 T7% 1>4 W4 


TO 4 134 BCoUi 1* BJ 
234 U4 ****'& 

93 S3 EtosE 1*98 99 

15% 14 Ba8£ff1.46 M 

34% 22% Bewtar 120 O 


£7 9 14 17% 
£( 1277 1B% 

92 *100 30% 

S9 a 14% 


£3 71351 28% 27 b 27%+ 4 

7% Brazil £Wa 23. « «% «%- 4 

Sib 2*4Bdg9 190 59 71 »% *0% 4 

30% CSV BddySp £12 4.137W77 524 81 % 924 

38% 20% £Sk193* 09 S 330 334 =4 «4+ 4 
30% 27% BritQas 194c 1310 31935 34% 85 + 4 
71 5*% B1RM1 64b M4 «ft+ 4 

6b Gb BrttP wt 20 7% 7% 7% + % 

MV to%BrtOmJBn £1 0 718 224 224 22%+% 

52% 38% BrOTc* i960 43 » 465 4*b 44% 44% + 4 

12% 6% Braadta 30 22 TO SB 8% 9 9% 

324 23%BW» 19* £7 0 2 28% 29*. 

32% 23 BW7UOI94 £2 12 2D 29% »b »b 

28% *%fl««fd£*7 17 1 »4 28b 20b + b 

M% 11% BwnSfi SO £116 14 15% 164 »4 

35% 22% BcwoQp 1-80 £5 to 089 8*4 »% 2*4 

42% 2B Bmrfr 94 19203479 36% 3b 3bb+ % 

21b 124BrnwV A* £1 1430 *44 «% Mb* 4 

30% 19%SnMM 98 £220 W4 71% 21b 21% , 

28% ‘ 21b Buckeye 260 as a «i 274 28% 27 + 4 

17% ISb BuntoM 1.76* II 10 17% 17% 17% * 4 

15% 12 BJQnv 1.72 b 11 11 27 12% 12% 12% - 4 

24% W BurtnCI * 101 224 22% 22%+ 4 

35% XhBoritMIJO 14 11133) 35% M% 35 +% 

9% 7% BrKQ pi 90 £9 10 8 8 8 

aa% 39%BrtR8D 94e 19018277 4i% *o% 404-1 

71 17% BumPP 196 7917 117 184 U, 184 

144 04 BustoU to 1875 10% *04 104- 4 

— C— C-C - 

40% 20 CB to 90 1927 16S 38% 38b 38b- 4 

221 1894 CBS 4.40 £5 16 222 170% 178% 170% - 4 


3% 2% CCX 

tab n%cas 

0 5 CF Inca 1 

80% 45% OBNA £0* 
W 6% aow 198 
lb U CM. 


a 34 74 34+4 

to 1* 13% 13% T3%+ 4 

to 70 8b 8% 6% 

£0 71431 514 60 504-1 

IS. 833 7 d 6% 7 

141 17% 17b 17%- 4 


CUSEnglO* 9 9 602 34% 33% 3*4-4 


17% 0% CMS EM 4 28 

106% 50%CNAFn 8 00 

12% TOVCNAI 19* IV 9 10 

74 50% CPC 180 29 15 1092 

34% 21% CPI 98 1.7 M 125 

9% 7% CHI ML40* 49 433 

12% TO%CH1UtI94e 17. 773 

21% 16%CR8S* .12 914 483 

38% 29% CSX 190 4.1 03449 

26% 20% CT8 .73 £4 8 239 


26% 20% CIS .7! 
16% MV CUC M 
29% 2ibCbnvrn.toe 
10% 0% CUtra a 
44% 31 % Cbm 14H 


i 4 28 74 7 7 

8 88 74% 72% 74 + 4 

19* IV 9 10 11% 11% 11% 

180 £8 to 1062 05% 54% 60 — 4 

98 1.7 M 125 284 28 23 

40e 49 433 * 04 04- 4 

94* 17. 773 11% 11% fib- b 

.12 9 14 483 10% 10% 10% — 4 

V40 4.1 03449 94% 33% 34%+ % 

.73 £4 * 230 22% 22 22 -1% 

124 Mb 184 104- 4 

toe 3 33 264 30 -28 + 4 

73 11% TO% 11%+ 4 

194 £1 75 537 33% 33% 33%+ 4 


S 438 8 IV IV- *4 I an 

173 11% lt% Mb- % I 00 

0(4 400 10% 10% 1fl%-4 I 08 

1 03440 34% 33% £44+ % I 91 


31% CbM 194 £175 537 33 

T54CttOG n 106 16 

20%CM**r 11 1732 a 

14% CaJFod 190 79 6106 10: 

2% CoJRE .40o 1£ 28 Z 

1-128 come wt 1 +1: 

13%CMBhi 43 17' 


£175 537 33% 33% 33%+ 4 

106 10 »% 15b- 4 

11 1732 22% &% 22%+ 4 

79 61135 10% 10% 104+ 4 

1£ 28 24 24 2b 

1 1-121 1-13 1-00 
43 17% 17b 17%+ 4 


17% 174 17%+ 4 
3% 24% Calratf 94 2211 MS 3% 3% 2B%- 4 

3% % Colton 647 13-W V 4-1-48 

14 h CrnpR g 23 13-16 % % 

60% 304 ConpSp 1 £1174 440 40 484 41% 

M% to CitoPe g 92 1178 21% 21 214+ 4 

0% 34 CMC* M130 30. 1 4% 44 44+ 4 

574 370 CopCM 30 9 18 170 6094 93 S3 +2 

544 324 CapHId rXB £3 8 33 47% 484 49% - 4 

20% 134 Capote £18 14. 9 30 104 W4 «%+ 4 

Mb 11% CapM ptl-50 1£ 57 134 13 13 

10% 3% Career 2M 4 3% 4 + 4 

44% 27% Curtate 120 19 6 162 31 4 30% 30%- 4 

12% 7% Carafe* M 101 114 11 114+4 

44 1b carte wt 32 34 2% 2%— 4 

2&% T04 Caron 90 3211T 121 16% M% to%+ 4 

40 34 CarPw £82 89 11 761 4*4 4J% 44%+ 4 

5*4 44% CarTac 240 49 M 114 SO 48% «%- % 

14% 5 ClrtHw 2*7 7b 74 74+ 4 

60% 38% CartWl 92 1910 11 62b 824 624 

20% M4Cs*cMQ 190 79 9 IS Mb Mb 10b- 4 

45% 2S% CasttCk 22 53 35 34% 34% 


24% 10 CiMfe g92 1178 21% 21 

0% 34 CnICa M130 M. 1 *4 44 

574 370 CapCfta 30 9 18 170 609b 93 

544 32hCmHU IM £3 8 320 47% 484 

20% rab Capote 2.M Hi n 134 to% 


Mb 11% CapM pT 
10% 3% Coroor 

44% 27% Curtate 
12% 7% CarcteP 

4% ib carte wt 


S Coroor 2M 4 

Cartate 120 12 9 M2 31% 


13 

304- J 


5*4 44%CarT*e £40 
14% 5 ClrtHw 


60b 394 CartWl 92 1916 11 62b 824 62% 

20% 1*4 CosdfQ 12S 79 9 11 1A Mb 10b- 4 

45% 254CmdCk 22 500 35 34% 34% 

00 62% Catorp 120 £0 125648 00% 504 00% 

13% MbOeMFrlJS 07 9 93 13 12% »%+ 4 

45 28% Canto! ■ 96 £441 1204 35% 34% 34b- b 

214 154 CataEn 190 £8 10 028 10b 18% 19% 

41% 27%c*ntox 90 1.1 10 832 38 37% 37% 

40% 20b CartdW £78 79 13 804 38b 37% »%+ 4 

2*4 20% CeaHud 1.78 7J 10 332 23 22% 23 + % 

24% 20V COUPS 1A0 0912 107 22% 22% 22%+ % 

36 31b CM9EI £44 7.4 0 30 33% 32% 35 4+ 4 

204 M%C*MP«r19B £1103185 194 *94 *»%+ 4 
25% 19 CHftrn90* A 151053 22V 29 22 V+ b 

29% 23% CVtPS £04 7911 40 27% 274 274+4 

30% 3*%CMy11 A2 1938 228 28% 27% 28%+ % 


S Cwntll 145* IS 6 34 9% 01 

Cftrapto 1.10 39 01173 28% 271 

7V CtpSD .10 19 S • 10 0 

9% CMto a 10 34 124 <3 

3% CtianC 950 19 15 374 44 4 


6% 3% CtianC 95a 19 IS 374 4b 

44% 25% CtiOta £18 £7 17064 28% 

48% 30 CkaopE492a 11. 43 41b i 

43% 35b Cftaa pA.IOe 11. 15 37b 

20b 24%Cboa p4B293 to 27 25% 

26b 24% CM* p0tt44 to IS 24% 

9% 2% Chau 98 350 4% 

30% 31 C homed 198 £312 01 31 

414 26 ChmBnft£72 to 7710 28% 

5 2% Chflk B .70 26. 290 2% 

84 7 Oto pfC90* 1£ 023 7% 

47b 384 ChOt P**90e 12- SI m __ 

42% 34% ChBk pM93* 11. 34 354 35b 33% 

20 2* CM4H290 ft 150 264 24% B 

23% ObChWMevto 9 a 254 30% 20% 20% 


10a 22V 22 22%+ b 

48 27% 274 274+ 4 
228 284 27% 284+ 4 
»4 »% 84 9b+ % 
1173 21% 37% 204 
6 10 0 % 10 
34 12% M 12 
374 44 4 44+ 4 

17064 28% 20% 204- 4 
43 41b 41% 41% — b 
13 374 274 874+ 4 
27 25% 25b 25%+ % 

s.‘i s S.*js.-A 

81 31 31 21 

«*_7b 74_7b+4 


37% - % 
35b 


23% 13bCMIMe*.U 929 384 20% 20% 20% 

24% 17% Chop* J2 £8 8 70 1l4 10 104 

73% 8l4ChMnZaO 4.1044834 «4 *7% 8B%+ % 


00 54 ChM pt 6 84 3 59b « «b+ 4 

22b 13 CMto tl 94* 19 70 20b M% 20V+ 4 

244 234ChHk9 « 170 a% 284 30b- 4 

9b 4% CMAll 911 89 12 083 6% 64 34 

444 304 CWteCr 1981 49 43 MO 33% 33 33 - % 

« 114 cues Pf 1 TA 1 13b 134 «b- 4 

M% 6% Chrtmtn 18 22 0% 0% 0b 

274 15% Ctsyilr 120 £4 14 0005 W% W4 M%+ 4 
102% 04 Chubb £8* £7101885100% 98% 99% - 4 

44 IbChyron M3 24 1% 1%- 4 

304 MbCftenrp £40 7.1 10 too 84% 3*4 3*4+ 4 

36 21% ClntlBI • .78 20 17 310 204 «4 204- 4 

324 2*4CblGE £40 79 7 672 30% 30 30%- 4 

81 71 CtnS pi 7i44 £0 ZOO 714 704 704- % 

98 074ChiGpf9J8 09 zMO 9* 04 84 -1 

100b 00 cioOpiafii ta zso se 95 » 

2*4 to Chon 32 1030 300 104 174 104+ 4 

ISb 34 CtneOd 1348 6% 64 «%+4 

M% 14 CtrctoK 400 Zb 24 24 

27 10% ChOy a 90 9WM32 24% 24b 3*%+ 4 

67 32% Orcu 20 423 614 604 *4+ 4 

35b 22% CWcorp 19Z 05226083 254 24% 25 -4 

70 SlbCtteppI 8* 09 17 83 62% 62%+ 4 


15 CM4I 32 1030 300 10b 17% 104+ % 

34 CtneOd 1348 6% 64 «%+4 

1% CtrctoK 400 2b 24 24 

18% OrQy a 90 9 to 1432 24% 24b 3*%+ 4 

32% Orau 20 423 61% 804 604+ 4 

22% CWcorp 192 05226083 254 24% 25 -4 

51b ettep pi se 05 17 83 52% 62%+ 4 

102b 004 ctap p<B02Be os to gob 8»b Mb +24 
254 23%ctfcpp«97e £4 70 a*\ 24 2*4+ 4 

264 ctzscp 190 £1 7 000 27% 27% 27 b- % 

94 CHyflep 65 12% to to - b 

6% CtohSl .10 JU 500 13b 134 134 

33% CtecIC 11 1060 43% 43% 434+ 4 

74 CtaytH 0 137 94 3 9-4 


254 23% Cttep F 
38 204 CtzSCt 

»%lta«E 

M% 74 CtaytH 


104 74 Ctam6lb.10e 19 41610 9% to 

35 25b Ct*C8 90 £6 6 140 32% 324 32b + 4 
834 70 CteB ptotoe to 3 70 79 70 

44b 81 Ctarmc 194 £314 734 37% 37% 37%+ 4 

21% 1G%ClubMd 97* 1915 183 21% 20 214+1% 

11 6% COtahm ^0 69 388 7b 7% 74+4 

30% 8b OwteSv AO 39 91 10% 10% % 

33% 22 C ca m le^o 19 18 US 32% 81% 32 

81 48% COCOGI 190 £2 13 4787 72% 71% 72%+ 4 


81 48% GocWGi 190 2215 4707 

18% tobCocaCE 95 937 308 


4% 45 COW 190 
2% M4CoHe 30 


81% 32 
71% 72%+ 4 
154 164- 4 
68% 684+ 4 
17% 164+ 4 


to 9% Co an 01.44 to 8 450 1«: 

04 6% COM 120 17. 186 7 1 

124 11 4 Colin* n90e 59 113 111 
M4 abcotatu 22 £112 112 • 
50% 33% CofOn £20 49 15 5B3 46 

11% % ColumS 28 2$. 2812 I 1 

11% % Cotov pMH 19 3 t 

20 27% CSP pt £45 t£ 2 26- 


£1 16 80 «% 604 58%+ 4 
1.1 13 162 184 17% 104+ 4 
89 340 0% 9% 9% 

to o 460 M4d 04 04- 4 
17. IM 74 7 7 

59 113 114 114 114+ 4 

£112 112 9 0% 8%— 4 

4915 503 40 47 47% - V 

3B12 14 % 14+ 4 

3 1 % 1 +V13 

2 25b ZBb S0% 


1*4% 105 CSP pf OI&2S M. z20O 1114 110b 1114+2 
34 714 Cenuta 90 1.1 10 2B7 20% 2G% 204- 4 

23% n%Cn«a 92 £4 9 SO 2<4 2l4 214+ 4 

10% 7% Comdre S 334 Bb 04 5b- 4 

40% 3Z4O0ME 3 £5124443 35b 35% 35% - 4 

21b WbCwEprl-ao 09 a 70% 10% » 

22% TObCwEpr 3 02 3 21b 21b 2«b+ 4 

20% 25% Cwt pf 297 to 4 28% 27% 204+ 4 

00b Mb CwE pr 724 00 ZGO 74% 74% 74%- % 

39 30% CoratS £80 79 9 32 36% 30% 36%- 4 

a% 71-6* Cmwut 2*7 r-32 3-18 3-18 

40% 26% ComteU 192 3911 178 38% 38% 33%+ 4 

34 21% CPsyc 18b 1.7 12 ISOM 21% d20% 214-% 

112% 86% Compaq 124733 88% 85% M4+ b 

13 1% CmpCr* M 2% 2% 2% 

21% M4CrapAa* 17 11311 14% 14% 14% 

13% 4b CmpFa 41 198 5b 54 5%- % 

Mb 43%ConpSe 13 542 48% 434 48 +14 

15% Bb Cmptta 95 A 120 11b 10% 11b+ 4 

10% 8% Comtek 193* 11. 2061 Ob 0% 94 

30% 2D4ConAa ■ 90 £3 13 1032 35% 25% 25% 

M% 14 ConnE *123 7918 7 16% *5% 164+ 4 

M U4 ConrMa 195 79 11 3* 17% 17% 17%- % 

23 11% Conseco 30 9 4 x3S2 274 2S% Mb+ % 

28% 22% CanEd *192 69112111 23% 26% 28%+ % 

57 48% ConE pM95 89 z60 62 32 68 -4 

95 51 ConE pi 6 £9 3 664 384 604~ 4 

344 17 CnsFn 198 5.7 02217 15% 18% *»%- 4 

61b 37%Can*HB 194 4.120 279 454 44% 44% 

*0% 32 Conmavaa 3921 80S 40% 48% 46%+ 4 

8 1% CnSter 122284 34 2% 34+ 4 

34 224 Center 94 2.1 12 888 30% 29% 30 - % 

62 43 CnPpiA4.W 7.1 1240 M 30 M -1 

884 73% CnP pC7.72 89 ZM 87 87 07 +14 

30% 24% Carnal aVTO 39 132701 29% 20% 20 -4 

38% 2Sb CnOCp 250 09113826 30% 20% 30%+ % 

20% 154Cnft8k 1 69 9 420 18% 104 10% . 

43% 3740nekp098o to W 37% 37% 37%+% 


9 SO 214 21 4 214+ 4 

B 324 8% 0% 0b- 4 

12 4440 36b 38% 35% - % 

to 20% 19% 30 


89124448 35% 35% 35% - % 
09 to 20% 10% 20 

09 3 21% 21b 2«b+ 4 

1£ 4 23% 27% 234+ 4 

90 ZGQ 74% 74% 74%- % 

79 0 32 38% 35% 30%- 4 

2*7 7-32 3-18 3-10 
3911 173 38% 38% 38%+ 4 
1J 12 13003 21% <120% 214-% 


3911 178 30% 38% 38%+ 4 
V7121SIX»21%d20% 214-% 
124738 88% 854 M4+ b 
M 2% 2% 2% 

17 11311 14% 14% 14% 

41 IM 6b 54 S4- 4 
W 542 48% 434 M +14 
A 130 11% 10% 11b+ 4 
11. 2061 Ob 6% 9b 
£3 13 1032 25% 25% 26% 
7918 7 «b *5% Mb* 4 

7911 32 17% 174 174- % 
9 4x382 274 254 Mb+ % 
69112111 254 25% 25%+ % 
£9 zM 62 32 62 — 4 

£9 3 664 304 664- 4 

£7 02217 15% Mb *54- 4 
4.130 270 454 44% 44% 

£0 21 OM 48% 484 454+ 4 
122254 34 2% 34+ 4 


40% 32 CenraB 1-40 3921 806 40% 484 404-1 

8 1% CnSter 122284 34 24 S%‘ 

34 224 Center 94 £1 12 6M 30 4 2B% 30 - 

62 43 CnPplA4.M 7.1 1240 M 30 SO - 

684 73%CnPpC7.72 £0 zto 67 87 M 4 

36% 244 Cnntel al.TO 39 132701 29% 28% 29 - 

38% 25% CnOCp £50 09113826 30% 20% 30V H 

20% 154CnBBk 1 69 9 470 to% 104 M% 


204 15% CndBk 
<1% 37%OnBk pOJ 
26 23b CntBptA 

Ib 5-10I4CSM 
24 15% CtDzu 

8 «b CemHld 


£3 10 374 37% 37%+ 4 174 84 

49 443 724 72 72b 4% 24 

« 14 i 14+ 4 «4 Z74 

£310 16 194 M% 194+4 133b 121b 


420 23% 23b 23%- 4 
40 5-18 WZ 54B+M2 

60 194 16% « - 4 
822 54 8 S’**. 1 * 

40 11b 11% 114+ 4 
a ao 15% 154 tob 


6 4b Contain 322 54 8 34+4 

124 ii Ctadptvdie a 40 nb 11% iib+ 4 
174 94 Comm a 280 16% 154 tob 

4% 24 CoOpCo 54 3% 3% 8% 

<24 Z7% Cooper 190b £0 10 931 *1 40% 40% 

133% T21b COOpr pl 0 £1 83 132% 131% 131% . 

39 J5*b Copr77 M 19 13 453 37% 36% 36% - 4 

10% llbCopwtd AO £5 0 24 10% 16% M% 

14 b 10% Curate 32 £1 10 10 11% 11% 11% . 

4G% 32 Cornln 90a 29 18 786 « 44% 45+ 4 

41 31 CmBOc 196 4916-347 34 33b 33%- 4 

11% 74 GIF .24 £3 53 104 10% «b . 

10% 0% CntCrd 97r 39 11 «78 7% 7 74-4 

6% SbCnkM M 17. B 54 3% 3% 3b- 4 

28% 13% CrMg ■ 9 10- 164 104 *04+ 4 

25% 10% Crm 9 33 1214 2S2 23% 9% 23b + % 

30% 10%CfwtCoo94 2.1 ZD 35 31 Mb 30%+ 4 

61 30b CrayftJ 157303 40 43 48% -3 

33% 14%CrmpK £62 £1 15 07 30% 30 30 

1G% 1% CroeMS 291 2% 2% 24 

19% 3 Crodpoeil 3 3b 3b 3b +4 

n% K Crete pn£75j 21 w 174 to + b 

57 43% CWnClh M II S 01% 51% , 

37% B%CrysBd 30 .7 M 701 27% 274 27%+ b 

40 23% Cutero 90 29107 to 28% 87% 27%+ 4 

78% 44bCtanEn 230 49 92 *5% «% 40b- b 

12% 10% Cwtec 1-iOn os 14 11% 11% 11%+ 4 

02 Sl% Cun* 190 11 12 01 51% Sib 3lb“ ^ 

10% 5b Cycwa » s 0% - e% 0%+ 4 


to. 40 11b 11% Iib+ 4 

* * 8% 3% ^ 

£8 10 931 41 40% 40% 

£1 03 024 131% 131% 

1913 453 374 33% 30%- 4 
£5 a 24 10% to% W% 

£1 10 10 11 % 11 % 11 % 

£0 10 706 « 4*4 45 + 4 

49 78" 3*7 M 33b 33% - 4 
£3 53 104 104 to 4 

1311 W7B 74 7 74- 4 

17. B 64 3% 3% 3b- 4 

o 10- W4 104 *«4+ 4 

1214 202 22% 23% 23b + % 
£1 2D 35 31 Mb *%+ 4 
15 7563 to to «4‘# 

£1 15 07 30% 90 

294 24 2% 24 

3 3b 3b 3b +4 

21 IS 17b to + b 
M 91 52 31b 51b 


10% 5% Cycar* 
37% 23% Cyctpin 
14b abCypSen 
33 21b Cyprui 

50% SObCrpMi* 


I M 11% 11% 11%+ 4 
[ 12 01 51% Sib 514 - % 

n s s% -e% 0%+ 4 

0 5 30% 3D % 30b . 

15 2310 12% 124 124+ % 


2lbCyprua90 10 4 1352 204 25 _ 

SQbCypM pd75 09 TO 57% 56% 67%+ 4 
“O-D-D- . . 

10% DCNY AO 16 » 11% 104 *’4+ 4 

24% DPI. £34 £1 0 616 9% Mb 28% 

17% OQE 1J0 £0101274 20% Mb 204 

30% DwuSCp 1.00 49111147 35 33% 344+14 


124+ 4 
»b+ 4 

67%+ 4 


904 174 
» 0S 
82b 70 
27% 234 
954 91% 
U4 2B4 

38 19% 

11% 3b 

“Sr 

1144 04 
744 40% 
17% 74 
1304 73% 
38 33b 

3% 4b 
«4 404 
154 TO 

S' S' 

92% 114 
*84 30% 
6b 2 
37% 27, 
114 10% 
114 w 
Mb Ob 

a si 
lit? 

Mb « 

89b M 

Ob as 
Mb 794 

1%% 

si si 

21 b IS 

22 tob 

23b 19b 

84 4% 
64 9% 

40 30% 

184 *1% 
M 5% 
W% 27% 
15% 5 
36% Z4 

is 
20% 18 
92% 15% 
3% 24 
25% 23% 
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Bonds prompt strong gains in quiet trading 


Wall Street 


US EQUITIES moved broadly 
higher on the back of a 
rebound in the Treasury bond 
market during quid; trading on 
Wall .Street, unites Karen Zagar 
in Neto York. 

The Dow Jones Industrial 
Average was closed up 13.29 
points at 2,687.84 on fairly light 
volume of 14CL2m. On Tuesday, 
the Dow lost 12.16 points to 
close at 2^7055 on volume of 
145.4m. On the big board, 
advancing issues led those 
declining by 815 to 641. 

The afternoon gains were 
broadly-based, with other 
major market indices all mov- 
ing higher. The important 
Standard & Poor’s 500 dosed 
up 0.88 points at 330JJ8, the 
New Tork Stock Exchange 


Composite rose 0.43 points to 
185.68, while the Ame rican 
Exchange Composite Improved 
058 points to 36L87. ■ 

Secondary Issues also moved 
higher, with the NASDAQ 
composite up 1.57 points at 
436.15. 

The stock market moved in 
tandem with the bond market 
The Treasury's bellwether 30- 
year band rallied to gain 1& 
paint in late tra din g, yielding 
86 per cent after tu mbling as 
much as I point on Tuesday. 

Tim mate economic focus tor 
stock and bond markets was 
publication of the latest Tan 
Book of regional reports from 
Federal Reserve districts. This 
is used as a guide to monetary 
policy decisions at the Federal 
Open Market Committee. 

The Tan Book provided no 
surprises, saying that the econ- 


omy continues to expand at a 
slow pace, although an 
improvement is expected later 
in the year. 

The only other economic 
news of Import was the release 
of business inventories, which 
rose 06 per cent in January, 
compared with a revised 
decline of 0.4 per' cent in 
December. The news had little 
impact on the stock and bond 

markets . 

Among featured stocks, Cat- 
erpillar was unchanged at 
$60 ft. It slipped $% earlier in 
the day after falling in London 
trading on a report which indi- 
cated that the company 
expects earnings to be under 
pressure far some time. 

Monsanto fell $5% to. $104% 
after the St Louis, Missouri- 
based company said its first- 
quarter earnings would be 


below recent Wan Street esti- 
mates and below the 1389 first 
quarter of $364 a share. How- 
ever, Monsanto said its outlook 
of record earnings and sales for 
the whole of 1990 had not 
changed. 

• West Point-Feppexen jumped 
$5% to $48% in unusual mar- 
ket activity. 

Japan OTC Equity Fund, the 
ne west entry in th e field of sin- 
gbcountry mu tu a l funds, was 
unchanged at $12, the price at 
which the fund’s initial gftm 
shares were sold. The issue 
was one of the most heavily 
traded. ■ 

Cray Research dropped $3% 
to $46, after the company's 
president indicated that Gay, 
would- shift Tnnrh of its sales 
efforts to the commercial and 
. industrial sector bjecanse of 
softness in the government 


market- Among other sangle- 
country funds, Spain Fund fell 
$% to -$20%, Germany' Fund 
added $14. to $16%, while the 
New Germany Fundrose$%to 
$16%*- Austria Fund -was 
unchanzed at SI 6. and the fltel- 
vetiaJftmd wasoff $% at $12%. 


Individual shares respond 
to company results season 



slipped $% to $106% and Merck: 
rose $%to$68%. . 


FOB GOOD or 111, the company 
results season was b eginnin g 
to affect the progress of share 
prices yesterday, in appreda- 
tlon fflr fl n t fci p flf lffn of n arnfag g 
performance, torlies Our Mar ■ 


Caitadg 


Share -prices drifted in a nar- 
row Tange to dose mixed after 
slow trading in Toronto. 

The composite’ was up 064 to 
3,734.63, tort declines led. 
advances 316 to-287. Volume of 
206m shares included more- 
than 2m shares of Nova Corp. 
Volume on Tuesday was 166m 
shares. Trading, value climbed 
to C$270.7mfrom C$2056m. 


Hungary reopens bourse in an act of faith 


MILAN picked up after a 
weak start an the final day of 
the March trading account, 
thanks to a late rally in Efo* 
and other shares linked to the 
Agnelli group. Trading 
remained thin and the Comil 
index was unchanged at 66562. 

Fiat strength en e d to Id.0^45 
before dosing L8 lower at. 
120,270, white BO, the holding 
company with links to the 
Frenchiood group, BSN, rose 
L90 to 1*8,240. Krirtanfa, the. 
sugar producer, closed L210 
higher at 16600 and finned to 
L9.140 - in the after-market, 
after its 1989 results and on. 


Nicholas Denton looks at stock exchange prospects in a troubled economy 


Rebased Jan 19S9 


S OMETIME this summer 
Hungary will re-establish 
its stock exchange, 42 
years after it was closed by the- 
cotmtry’s Communist regime. 
The move is an act of faith in 


130 


an economy in crisis, in a 


country lacking an effective 
government 

Hungary has its first free 
elections for more than 40 
years in ten days’ time. It 
could be months before effec- 
tive central government Is re- 
established but later this year, 
the stock exchange is sched- 
uled to move into its new 
home, a large marble room in a 
Tiawfc building in ^ of 

Budapest AD that the market 
will need then is supply and 
demand. 

The embryonic Hungarian 
stock market is trapped in a 
vicious circle. Hungarians lost 
the habit of buying shares in 
the years after the market was 
closed in 1948 and, now that 
inflation is high and rising, 
they are reluctant to consider 
long-term investment The few 
institutions that own most of 
the stocks are sluggish traders. 


so there is little growth in 
share prices, and most compa- 
nies are undervalued by the 
market 

With bank and Treasury 
bond Interest rates above 20 
per cent companies have to 
o ffer absurdly high dividends 
to compensate for the lack of 

oapital gmui <>i | find this hwiiH . 

caps their ability to retain prof- 
its and grow. But even tllvi- 
dends of 14 to 18 per emit are 
rnsiiffirimif- to bring Hungarian 
Investors in great numbers to 
the market so there is little 
share price growth and the 
lack of liquidity is selfperpetu- 


fcfl* is meaningless until atti- 
tudes change. “We can create 
the law, the structures, but we 
can’t do anything but meet if 
people don’t want to buy stock 
and companies don’t want to 
offer stow.” 


Although everyone recog- 
nises that new laws are insuffi- 
cient in themselves, the frame- 
work of the stock market has 


The embryonic 
Hungarian stock 
market is trapped in 
- a vicious circle 


Mr Andr ew Simor, director of 
CA-BB, one of Hungary’s few 
independent brokers, says that 

this vidOUS nirala maana Swt 

it win be a long time before 
one can talk of a real stock 
market. “Here, people have to 
team first how to invest Some- 
thing will dick one day, but 
what will make it dick, 1 don’t 
know.” 

Mr Zsigmond Jand, Deputy 
Minis ter of Finance, is equally 
convinced that the stock mar- 


been created. From iota, the 
law permitted the issue of 
bonds; from 1987, the formation 
of share companies. Since 1988, 
there have been regular stock 
exchange days, when the 
hgtiTrn and the only three inde- 
pendent brokers sit round a 
table for an hour to trade 
shares and bonds. 

On March L, the Securities’ 
Act, which provides the struc- 
ture of the new stock 
exchange, came into force. 


. Commercial banks, which now 
1 dominate trading, must set up 
separate trading arms, on what 
Ms, Jinm Hardy, bead erf th e 
Securities’ Trading Committee, 
calls the Anglo-Saxon modeL 
The logic of the separation of 
securities' traders from the 
banks is, according- to Mr 
Simor, that "they will then 
have to make the stock market : 
work because it’s the only way 
they money.” 

Linked to this measure is a 
prohibition of insider .trading; - 
xifie in the Hungarian stock 
market until now. Dealers 1 
would often trade in a com- 
pany’s share on the basis ojf 

Hip Tncirto infrirmntirei that tbft 
hank 1 bad lmt tliw company 

same money. 

The crucial impetus to the 
stock market wQl come not 
from regulation, but from the 
eventual privatisation of state 
companies on to the stock 
exchange. The Government 

haw ahwiijy unfia ul tan fhrp)gn , 

investment f&nds, the First 
Hungarian and the Hungarian 
Investment Comnanv. to Hun- 
gary. Several other tends, each 


ASIA PACIFIC 


Recovery in yen fails to improve sentiment 


Tokyo 


A MODERATE recovery in the 
yen faffed to lift sentiment, and 
share prices tumbled further 
mi selling by specialised invest- 
meat trust funds and arbitra- 
geurs, writes Michiyo Naka- 
moto in Tokyo. 

The Nikkei average fell 
268.44 at 32652.13, taking its 
decline over the past three 
days to five per cent Declines 
led advances by 789 to 206, 
with 129 unchanged. Turnover 
rose from 422m to 489m shares, 
the broad-based Topix index 
fell 36.40 to 2,420.70 and, in 
London, the ISE/Nikkei 50' 
index fell 2.05 to 1,73861. 

The market kept a nervous 
eye on interest rates, looking 
to the return from Europe 
today of the Bank of Japan 
Governor, Mr Yasushi Mfeno, 
and Friday’s announcement of 
February money supply 
growth as potential occasions 
for action on monetary policy. 

There were reports that 
institutional investors were 
liquidating their specialised 
investment trust funds. The 
extent of liquidations could not 
be confirmed but a large num- 
ber of institutions were opting 
to transfer tends Into the 
short-term market where rates 
now exceeded 7 per cent 

Steel stories fell again on the 
baric of selling by specialised 
investment trust funds. Nippon 
Steel, the most actively traded 
with 14.7m shares changing 


handsjost Y17 to Y608. Nip- 
pon’s forecast of a 24 per cent 
rise in pre-tax recurring profits 
for the year to March 1990 is 
not seen to be enough to offset 
its sensitivity to interest rates 
and currency fluctuations. 
Kawasaki Steel lost Y31 to 
Y642 with i2-Rm shares traded 
soul Kobe Steel fell Y19 to Y725 
on volume of 12.4m shares. 

Securities firms weakened 
an prospects of lower commis- 
sions and increased cancella- 
tions in equity financing 
because of the gloomy outlook 
for the stock market 

Some smaller stocks braked 
the trend, with Pioneer, the 
consumer electronics company, 
surging Y100 to Y6£10. Issues 
which could benefit from 
increased government spend- 
ing on infrastructure were also 
popular. Sato Kogyo, a medi- 
um-sized construction firm 
with expertise in b uildin g tun- 
nels, rose Y50 to Y2,180 In 
active trading. 

Widespread sailing in Osaka 
took the OSE average down 
536.05 to 35646.16. Volume rose 
from 98m to 128m shares. 


THE KUALA LUMPUR stock gvmbungw said yesterday that 
49m shares have been rfawHfind as lost" after an araUT of 
stockbrokiiig com p anies. 

Mk Din Nik YusodC, the KLSE executive chairman, said that 
the value of the mbm tug shares could not be estimated 
exactly: “But it Is not M$2O0m as speculated, as most of the 
shares were second-liners, mid I strongly believe that these 
are still in the system.** 

' Be that an apdft wftiw fflanrln y hwwfi Twt 

stockbrokers had found that scrip short-delivered to mem- 
bers numbered 75,000, while excess delivery accounted for 
28JM0. Scrip are pieces of paper repres entin g 1*000 shares 
each. 

“That leaves 49JM0 missing and they could be anywhere,” 
he said. He assured Inves tors that if the scrip were ' not 
found, they would be replaced. 

The problem arose from a surge In trading volume 
‘between last December and February, straining the system's 
ability ,to cope. Average daily volume rose from 62m shares 
in December to a 213m peak <m February 6, tolling to 35m 
e a rlier this week. 

From June 1, all stockbroking firms will be required to 
have a minimum paid-up capital of Analysts said the 

majori ty of Malaysia’s brokers have less than M$5m paid-up 
capital* 


Roundup 


TOKYO’S shakxness continued 
to cast a gloomy cloud over 
most leading markets in the 
Asia Pari He region. However, 
Manila took heart from the 
pop ularity erf a new issue. 

AUSTRALIA recovered from 
early lows to end mixed. Turn- 
over was steady at 84m shares 


and A$174m, against 72m and 
A$173m. The AH Ordinaries 
index shed OO to 1*5506. Losers 
led miners by almost two to 
one. 

The afternoon comeback was 
ted by banka.Na.tl anal Austra- 
lia Bank and Westpac finished 
2 cents higher at AS6JL6 and 
A$5-16 respectively. But ANZ 
lost 4 cents to A35.16. The clos- 
ing of the Elders IXL deal with 
GrandMet took the former up 
10 cents to A$015. 

HONG KONG eased for a 
seventh consecutive session, 
the Hang Seng index falling 
6.39 to 2J BR .23 In turnover of 


to 


HKl .lSbn compared 
HK$L25tm on Tuesday. 

The loss was mainly due to 
selling of Hongkong Bank, tin 


territory's leading financial 
, which shed 10 


institution, 
cents to HK$720. The selling 
was prompted by some disap- 
pointment over Tuesday’s 
results. 

MANILA finiahud higher in 
active trading, with investors 
encouraged by - the perfor- 
mance of the newly-hated SanS- 
wares, which rose 4 pesos to 
4050 pesos. The composite 
index rose 2225 to l&SAJJt. 
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with si value of between $50m 
and HOCan, are fottqwfog. 

Mr Janos Bartira, of the Hun- 
garian National Shrek, says it 
would have been nice to 1st 
hquLcttty develop naturally — 
without government guaran- 
tees for the pioneer, companies. 
“But we don't have the- time,” 
he 

The key, according to Mr 
Jand, is a public o f fe rin g of an 
attractive company. 2busx, the 
Hungarian state tourist com- 
pany, is his ca ndida te. W hen 
there was first' talk about pri- 
vatising Ibusz, Mr Jarai says, 
letters arrived, from many peo- 
where they could 


120 


110 



100 


1989 


ahly be issued: in May on- the 
Vienna »nd Budapest w m H rat s , 
underwritten: byGirozentrale 

Wien. 

Mr Jaral Is frank about the 
need to undervalue the shares 
and to give generous credits to 
make the issue a success and 

to p nKUt- atjrtauhay to 

-the stock market “We have to 
let people jnake a good return 


an 


SOUTH AFRICA 


JOHANNESBURG firmed with 
a spurt of late activity in reac- 
tion to Pretoria’s Budget 
Quality gold and mining finan- 
cial stocks ted gaftis. 


reports that sugar prices In 
Mv would be no lon ger be 
controlled by the Government 

Olivetti fen L80 to L6230 
after Mr u utBri n CasaanL man- 
aging director, told Corriere 
della Sere, the Italian newspa- 
per, that the 1989 dividend 
would be cut because of 
reduced profits last year. Inves- 
tors said that although Oli- 
vetti bad fanan from, a high of 
W491n 1989 as wen as under- 
performing the market for the 
last two years, ft was too early 
■to start buying for a recovery. 
They feared that another price 
war in the comp ut er industry 
which would hit Olivetti’s 
earnings again this year. 

PARIS woke up after a slug- 
gish start as the n w ne rf ic bond 
market strengthened and Wall 
Street opened higher. The CAC 
40 index finished near its.- best 


levels, up 22.07 or LI per cent, 
. at L94&37. Turnover was about 
FFriL5bn, np from FFrlJbn. 

Investors were active buyers 
of big, liquid blue chips, which 
many regarded as oversold. 
CGE, the telecommunications 
and engineering group, gained 
FFr8 to .FTt584 with 361,100 
shares traded; one salesman 
said that some US investors 
viewed CGE as an alternative 
. to West Germany’s Siemens. 

Navigation Mixte advanced 
FFr98, .or 5 2 per cent, to 
FFrl^)98 on speculative buying 
and in reaction to a -meeting 
between Mr Marc Fournier, the 
. r^alrnign [ and COB, the StOCk 
CT c fo fl Pg p c om mi ss ion 
Scoa, the distribution group, 
droppied FFrl.TO to FFr38.50 
after this week’s news that 
Lonrho of the UK had pulled 
out of a rescue-plan. 

FRANKFURT rose and fell 
ad political, industrial and cor- 
porate news, the end result a 
4.64 decline to 1A62.84 in the 
DAX Index as volume rose 
from DM7-5bn to DM8-6bri- 
Eariy in the day, confidence 
in the result- of Sunday’s East 
German elections combined 
with a story that East Ger- 
many would spend DM5bn to 
re-equip its telephone system, 
— -and Deutsche Bank's news that 
its UKr-profits growth would 
outpace the HUF-per cent gain 
of the first 10 months.' - „ 

The FAZ index rose 524 to 
799L88 at nridsesskm. Rfawipna 
was. up DM9.30 at DM778 in 
early trading, topping the day’s 
individual turnover charts at 
DMlbnJ However, confidence 
turned to concern after the res- 
ignation erf -East German 
• conserva ti ve leader, Mr Wolf- 
gang Schnnr, was 1 seen aa a 
blow to prospects of an East 
German wmBHhw ww wmwiwii 
International blue chips 
reflected the rfumg g in senti- 
ment, with Daimler down 
DM11 at DM890 and Siemens 
unchanged at the end at 
DM768.70. Deutsche Bank held 
out for a DM5 rise to DM768. 

Meanwhile, Tuesday’s prem- 
ise by the West German Chan- 
cellor, Mr Helmut Kohl, that 
East German famuli savers can 
exchange their savings into 
DMarks at a one-fbr-one rate 
was seen as negative for the 
economy, as It could fuel infla- 
tion, and positive for retail 
sales growth; Karstadt rose 
DM13 to DM656 and Horten 


DM7 to DM334. 

Feldmflhle Nobel fell baric 
DM5 to DM565 after a sequence 
of gains. After hours it 
announced a DM325m rights 
issue. Merrill. Lynch, men- 
tioned in the maitat in connec- 
tion with the recent rise in the 
shares, reiterated yesterday 
that it was investment adviser 
to a group of shareholders 
owning 20 per cent of the Feld- 
nibble stock, not a principal. 

AMSTERDAM rose for the 
third day running, but profit- 
taking set in later in the day. 
Volumes were still lo w an d 
most of the activity was profes- 
sional as opposed to institu- 
tional. The CBS tendency 
Index rose L2 to 114J5. 

News that the central bank 
had cat its special advances 

rate to 8.2 per cent from 82 per 

cent also helped the market 

Philips rose Fl L10 to FI 4290 
and traders expected the stock 
to recover further after bottom' 
lug out at FI 40 recently. 
Hunter Douglas rose FI 350 to 
FI 106 before its results today. 

MADRID was hit by a 
highe r-than-exp ected inflation 
figure of 0.6 per cent for Febru- 
ary, compared with predictions 
in the 0.3 to 0.4 per cent area; 
but shares then met with local 
support and regained some lost 
ground. 

The general index closed _ 
2.67, or r-per cent, down at7 
-,269.58 in modest turnover esti- 
mated at PtalObn, similar to 
Tuesday’s level. 

STOCKHOLM focused on 
Astra, the pharmaceuticals 
group, as the Affarsvdrlden 
general index shed 3.7 to 
1.14L& Astra saw its free Bs 
climb SKrl5 to SKr400 white its 
free As put on SKj 20 to SKr395 
in active trade, after a recent 
favourable company analysis. 

OSLO achieved a record high 
for the second successive day 
with the market’s strength 
firmly underpinned by ship- 
.ping stocks. The shipping 
index rose through the ljXJO 
level for the first time, doting 
up 19j07 at 1,00095. Bergesen 
BS added NKr4 to NKr440- 

The -all-share index climbed 
4JI to 64&S5 in active trading 
w orth NKr755m. 

ZURICH professionals said 
that both domestic and foreign 
investors were ignoring the 
Swiss equity market, where 
the Credit Suisse index slip ped 
2 A to 60L9 from 60L3. 
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SECTION IV 



Prize-fighter 
comes back 


THE RELOCATION of industry 
in Britain b as become a very 
competitive business. 

Most provincial towns and 
cities have economic, develop- 
ment units, new town or urban 
corporations vying to attract 
^footloose or expanding compa- 
nies that are fed qp with over- 
crowded, expensive London. 

Provincial towns usually 
offer three main draws. They 
have excellent communica- 
tions, labo ur is available «nd 
there is cheap land and reason- 
ably-priced housing. 

Most local authorities have 
well-rehearsed arguments 

about the marvellous quality of 
life their towns offer, access to 
co u ntr y side, plenty of culture, 
car parking etc. There are 
often more capricious factors. 
Mr Chief Executive can moor 
his boat Mrs Chief Executive 
likes the shopping dr Master 
Chief Executive has an excel- 
lent local school to go to. - 

Usually, however, it is com- 
munications, laiid or labour 
which swing the day. If any or 
all of these facilities are 
absent, then a local authority 
usually has to throw money at 
companies, as in the Wjghtanrfg 
and Islands or parts of Wales. 

Among tiie determinants are 
good wwnimwiHiHMM Accord- 


ingly, every . development 
a nt hobty haa a map showing It 
not just the centre of Kngfahd - 
hot of the western world. 

C ovent ry ' s nap, as 'officials 
atthe Department at Economic 
Development point out, shows 
it Is the dty closest to this geo- 
graphical heart of Britain- in an-' 
east-west cootexiand virtually' 
at the north-south midpoint of 
England, at least in terms of 
the main population points. .. 

It is at the centre of T the 
country's motorway network 
with close links to the Ml 
through the MB9, When, the 
MM is finished in lfl9l. lt wffl 
form a rival to the M4 as one of 
the country’s main tni inmr fa n y ' 
strategic arteries. 

Coventry is the part of the 
Midlands closest to London 
and the south-east, iT MDtan ; 
Keynes is encoded, ft. is 100 
miles from London aathe crow 
files and 70 minutes bn the 
fastest train. 

The city is only 15 miles 
from the rapfcSy-growihg Bfr- 
mtn^Mm ahport, with its good 
links with Europe and it is sig- 
nificantly closer in travel time 
than the rest Of the MMlawda 
to tee east coast ports of Felix- 
stowe and Harwich. 

So the comnmxricatloiis argu- 
ment Is sound. .Vat what other 
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Though dominated by 
manufacturing more 
than triostillK vcities, 
Coventry .Is now a ; • 

sought-after location 

for service industries moving out 
of the south-east, Writes . 

Stewart Dalby. The mood of - : 
optimism, which has accompanied > 
the fall in unemployrn.0nl^ ^persists 
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COVENTRY 


reasons has the city become a 

lyrlnn^ yintonrtnr tn tba rplnre . 

tkmstakeg? 

fix Its recent history Coven- 
try can be likened to a prize- 
fighter which has repeatedly 
been: knocked down, only to 
realise that in. retrospect there 
is some gain in being flattened. 

Heavily damaged during the 
Second Wodd War by the Ger- 
man bombing blitz, Coventry 
was redeveloped with a ring- 
road system that actually 
works. In comparison with 
such -tow n s as needling , Ham , 
bridge and -Bristol which are 
choked with traffic, Cov ent ry 
is hmtQy congested. 

Not only does Coventry hove 

grind ortomii] MB rtwi micatinni^ 

it is well laid oat, with indus- 
try but of the centra. 

When the dty got back oh 
Ife feet in the 1380s, it did so in 
a dynamic festoon, it became a 
heavy manufacturing town 
with virtually no service indus- 
tries: those woe concen tr ated 
In Birmingham. There was low 
unemployment, a high propor- 


tion of working wives and 
above-average incomes. More 
than two thtrdsof the popula- 
tion (which today is 310,000, 
•msirfng Coventry -one of the 
UK's 10 largest towns) owned 
their own homes in the 1900s; 

But the undue reliance an 
manufacturing in general and 
the wnfeff car industry in par- 
ticular was shown in the reces- 
sion of the early 1980s. 

As Mr Harry Noble, head of 
the Department of Planning 
and- Development, puts it: 
“Whereas other towns were let 
down gently, Coventry went 
over the precipice virtually 
overnight." 

Unemployment, which in 
1979 was comfortably under 5 
per cent, was officially put at 
20 per cent by 198L Mr Notate 
admits that actually it was 
higher. At least 53,000 jobs 
were lost in under three years. 
The motor-cycle industry 
almost disappeared and the 
motorcar industry drastically 
sh rank. The old British Ley- 
]and at one. paint employed 


27.000 needle »l one . 

For most of the 1980s, unem- 
ployment remained high. By 
the last quarter of 1989 it was 
8.4 per cent, more than a per- 
centage point above the 
national average. It is probably 
down to just over 7 per cent 
now, still higher than the 
count ry as a whole. The Eco- 
nomic Development Unit was 
not farmed until 1986, and has 
been struggling to catch up 
with other towns. 

One legacy of the battering 
which Coventry took in the 
recession however, has been 
tint it had a pool of skilled 
labour. Much of the town’s 
workforce was immigrant 
labour: Irish, Scots and then 
Afro-Caribbean and Asians. 
But tmllka Luton, say, they 
developed a certain civic pride 
and loyalty to Coventry. The 
population did not drift away. 

A audit undertaken by 
tiie Institute For Employment 
Research, University of War- 
wick found that, among other 


■ The population of Coventry 
is better qualified than the 
national average, particularly 
with regard to higher level 
education. 

■ Labour is still available in 
Coventry, and at a time when 
nkflls shortages elsewhere pose 
constraints on companies, this 
is important. Moreover, the 
labour Is comparatively cheap. 
Often in manufacturing, it is 
no longer heavily unionised. In 
the newer service Industries 
which are beginning to appear 
in the city, employers do not 
have to pay London w e i g h ting. 
This means that wage rates 
can be 20 per cent below those 
in tiie south-east - 

But if the city had the 
labour, it did not have the 
latuL One problem was that 
Coventry dty had been part of 
the West Midlands metropoli- 
tan colossus which included 
Birmingham and the Black 
Country. When this was bro- 
ken up in 1986, Coventry found 
f twif oat mi a Hmfr with tight, 
ly-drawn boundaries. By the 


mid-1980s, Coventry proper had 
only 20 acres suitable for 
industrial development 

Labour-dominated Coventry 
has thus had to deal with Con- 
servative Warwickshire, and in 
particular convince the county 
council it iB not going to 
implant grimy industrial sites 
on its greenbelt land. 

In trying to liberate land for 
industry Coventry has had two 
Mg successes in the U niversity 
of Warwick Science Park and 
the Westwood Business Park. 
Both are on the city's bound- 
ary, and both are nearly fuQ. 
The high quality of building on 
these two estates has been a 
compelling argument for far- 
ther development. The eco- 
nomic development depart- 
ment estimates that a further 
400 acres of business land will 
come on stream in the next few 
yean. Coventry has obtained 
intermediate development sta- 
tus and so qualifies for EC 
funding, which will be a help 
in building the infrastructure. 

Coventry’s slow recovery 
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from the 1979-31 recession has 
been partly due to a shake-out 
and re stru ct u ring of the old 
established industries. GEC- 
Plessey Telecommunications 
now employs 4,000 whereas 
GEC once provided work for 
1&00Q. However, with Jaguar, 
which employs 10,000, it is still 
among the largest private sec- 
tor employers. 

Despite diversification, there 
are those who say that there is 
w tni an unhealthy dependence 
, on engineering, and that the 
employment base is too fragile 
for comfort. With 40 per cent in 
manufacturing, that is still 
more than twice the national 
average. However, people in 
Coventry seem sanguine that 
Ford, which took over Jaguar, 
is not going to reduce produc- 
tion or jobs. 

But Feugeot-Talbot, another 
large employer with 4,000 on 
its payroll, operates what is for 
all intents and purposes a 
screwdriver operation just out- 
side the dty boundaries, or to 
put it more prosaically, is part 
of an integrated international 
operation. 

Other large employers, 
Rolls-Royce, Courtaulds, Dun- 
lop, Massey-Ferguson and 
Rover all work nationally or 
internationally. Of these, only 
Rover has Its bead office In 
Coventry. 

All this makes Coventry 
appear vulnerable to a down- 
turn in the economy. Bearing 
♦Hat in mind , Mr Harry Noble 

and trig taaui at. the BcOD O*w1<» 

Development Unit have sought 
not just to pack the science 
and industrial parks with 
diversified high-technology 
companies, bat also to gain 
well-known service company 
relocations born London. 

Great efforts have been 
made to diversify the economy 
and new wimpanlHB including 
Barclays Bank have decided to 
relocate in Coventry. 

Of more than 6,000 net new 
jobs brought to the dty since 
1968. 33 per pent are in finance, 
27 per cent in the general office 
sector and only 20 per cent in 

TnflmrfaptirHng 

Extension of the economic 
base is all part of an attempt to 
ensure that, if the national 
economy goes into decline, this 
time Coventry will not bo 
found ifang tin g on the ropes. 














THE CONNECTIONS of Jaguar 
and Peugeot-Talbot with Cov- 
entry go back to the very ori- 
gins of the motor industry, yet 
Coventrians are sceptical of 
the two companies' commit- 
ment over the next decade, let 
alone the next century. Their 
doubts relate to the volatile 
native of car manufacturing, 
inexorable rationalisation, and 
the. feet that control of both 
liegobtsUe Britain. 

Font's £l-6bn acquisition of 
Jaguar last November, when 
Mr Nicholas Ridley suddenly 
freed the Government's 
“golden share" in the com- 
pany, has opened up questions 
not so much about the sur- 
vival of the marque but the 
role C oventry win play in its 
development. 

Ford plans to triple Jaguar 
production to 150,000 cars 
annually by tiie turn of the 
century. The logic for such 
tfifnMng - when the US mar- 
ket In luxury cars remains soft 
- comes from the entry of two 
major Japanese contenders, 
the Nissan infint ri and the 
Toyota Lexus. Ford reckoned 
it was cheaper tb buy an estab- 
lished presence than start 
from scratch, and fully intends 
to exploit jaguar's eoudder- 


Jttguar’s production Dim at Brawns Lane and (right) Mr Gooffroy mutism, managing director, Peugeot-Talbot, at Rytom ho» compatrtse havo long boon connecte d eritfi Coventry, but what will happen In Ilia noxl docado? 

SPifaffSS Robert Waterhouse looks at prospects for Jaguar and Peugeot when ttotei. 


able market presence in the US 
08387 sales in 1980k the UK 
(14,243) and continental 
Europe (8,199). 

Given the spur for growth, 
and tiie seriousness of Ford’s 
investment, how well can Cov- 
entry respond - and will it be 
given a chance? 

A recent sector analysis by 
Paul Lovejoy and lain Macfryy 
of the West Midlands Enter- 
prise Board suggests that 


Where angels fear to tread 


Productivity has been 
the recent salvation 
off Peugeot-Talbot 


because Jaguar’s final assem- 
bly nwd engine-making facili- 
ties remain “relatively ineffi- 
cient,” rationalisation might 
transfer engine production to 
a Ford plant (say Bridgend) 
and final assembly to a new 
site near the Castle Bromwich 
pressings plant. Coventry 
would be left with a headquar- 
ters, BAD and marketing rule 
much like Rover at Canjey. 

Jaguar is understandably 
concerned to dampen such 
speculation. The company 


remains, after all, Covent ry ' s 
major employer at about 93Q0. 

Mr David Reals, director of 
co mmunications and public 

afhlwt , says that the jaguar 

mar que is inextricably 
to Coventry, but he cautions 
there is no open cheque book. 
Recent investment has indeed 
concentrated on Castle Brom- 
wich, with £40m in robotic 
M ^hly and han- 

dling; some £4m went to the 
Radford w n jhw plant tim 

to Browns Lane. 

Daring the negotiations 
with Ford, Jaguar extracted 
commitments over ™nHn»H 
produ c ti on in tire West Mid- 
lands. Mr Boole, believes 
Browns Lane and other plants 
will thrive by proving, and * 
improving, afl Mwiiy - There is 
a precedent in 1980 L3 can . 
were produced for each 
employee; by 1989 this had ' 
more than tripled tp 4*2 cmy. 

Productivity, too, has been 


MOTOWN HAS a roads 
problem. It revolves around 
the elevated Inner ring road, 
the Ringway, pride of Coventry 
in the 1960s and 1970s. The 
Ringway acts perfectly weQ as 
a circulatory route, once you 
have understood that traffic 
joining and leaving crosses thn 
mma game Hna But Hw Ring- 
way has Imposed a concrete 
clasp on a dty centre strug- 
gling to expand anil diversify. 
And it Is Ill-served by radials 
from the magnificent highways 
which encompass Coventry - 
M6, A45, A46/M69, M42 and the 
soon-to-be M40. 

Mr Jack Simpson, Coventry’s 
City Engineer, admits the prob- 
lem with disarming frankness. 
East-west radial routes which 
once figured largely on the 
plans of his predecessors have 
been scrapped. They are too 
costly (not being trunk routes, 
they have to be locally tended) 
and they would cause unac- 
ceptable demolition of shops 
and housing to build. 

The alternative la a typical 
En glish muddle: heavy traffic , 
same of it serving important 
industrial sites, fighting its 
way through shopping streets 
and residential areas as on tha 
A4600 Leicester route. Once 
you leave the Ringway, with 
its panoramic views of the dty 
centre, yon are back in the 
pokey, dangerous bnt much 
more human street-scene rtf a 
Midlands town. 

Individual schemes to iron 
out bad corners or flyover 
major obstructions like the 


COMMUNICATIONS 


London is not 
too far. away 


London-Blrixihigham wiafn rail- 
way line at Canley are 
included in the city’s current 
Transport Policies and Pro- 
gramme. Among the more con- 
troversial proposals is the 
Coundon Wedge Road, a £3. 7m 
highway to provide new access 
to Jaguar’s Browns Lane pl an t 
The line was confirmed last 
April following a public 
inquiry, but local Ceding still 
runs high over intrusion into 
unspoilt countryside so close 
to the dty centre. 

One new road, opening up 
import an t industrial areas, is 
firmly in the programme. Work 
on the NorthrSouth Route, run- 
ning from the Folesbill-Hol- 
b rooks bypass to a point 
south-east of the city centre 
where it Joins the A4114 Lon- 
don Road, la due to start next 
year. The first phase at least 
will be part-tended by the EC 
National Programme of Com- 
munity Interest sources. This 
gn sm road, mainly following 
disused railway track, has been 
planned and protected for a 
quarter of a century. 

Mr Simpson accepts that 
roads in themselves are 


unlikely to provide solutions to 
Coventry’s transport problems. 
Attitudes to the car are chang- 
ing even in a dty where most 
people have some connection 
with t he industry. Unemploy- 
ment of the early 1980s tipped 
some onto public transport for 
the first tow**-, awd poor mobil- 
ity came as a shock. 

He advocates a policy of 
restraint on the private motor- 
ist, defining user networks, 
cutting out rat-runs, and man- 
aging traffic flows on the basis 
of 1990 levels. .“There is no 
alternative to balance," he 
says. “The problem lies in 
producing a strategy which is 
pnbHdy acceptable.” 

The public tra nsport ai terna- 
tive is not very inviting. Com- 
pared wit h roa ds over the past 
20 years, investment has been 
minimal. A limi ted park and 
ride system introd u ced be cause 
a dty centre car park was 
unavailable has proved suc- 
cessful and may well be main- 
tained. Coventry’s bus services 
are provided by tim West Mid- 
lands Passenger Transport 
Executive through precept. 
Plans to redevelop Pool 
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FOR SALE OR TO LET 


A prestigious new city centre development of up 
to 53.000 sq. ft of self-contained offices situated 
close to both central shopping facilities and the 
main CoVen try-London railway station. 

High quality finishes, substantial on site 
parking, and easy access to the inner ring road 
and Midland motorway network. 


A development by 

WOOD 

GROUP 


Sole Agents 
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the recent salvation of Feu- 
geot-Talbqt activities at Stoke 
and Ryton. 

-When PSA, the French par- 
ent co m p any , took over from 
Chrysler UK iu |»8, It inher- 
ited some 25,000 employees. 
These dwindled to Just 5300 
but have grown again te about 
7,500 wjtth the success first of 


the Peugeot 309 and mare 
reeantlym? 405, aswmhted at 
Bytan. Some 123300 cars ware 
completed last year, compared 
with Jut 29.0Q0 (9 1984. A 
night shift WU» rtiustituted at 
Rytoa during Atoll 1988 ter 
the first time te 15 y ea rs. 

Locals tend to dismiss Ryton 
as a screwdriver operation. 
Bat Mr Richard Parham, 


director, pays that it te PSA’S 
most important assembly 
plant ootelde France, and that 
some 63 per cent of each car*# 
value te supplied by UK-origi- 
nated components, materials 


Meadow bus station are in 
hand. The moat gv rithi g nm. 
penal la (he tectesUw off Coven- j 
try as an integral if ‘self-ant | 
tmnad part of the Midland^ 
Metro light rapid transit 1 
system. 

Present evaluation suggests 
that two of the proposed Cov- 
entry routes — Bfnley Road 
and Stake Heath - are likely 
to attract many users and 
wtmniH mnki» operational sur- 
pluses. The other two routes - 
Eastern Green and Warwick 
U ni vers it y - are projected to 
make slight losses. The four 
routes would have the advan- 
tage of providing relatively 
low-cost radial alternati ves to 
car use, and would Join Coven- 
try HR station, the bus station 
an d the d ty centra together by 
on-street running. 

Radial roads apart, Coven- 
try’s links with the outside 
world are hard to fault Bir- 
mingham International is' Just 
11 minutes away by train and 
perhaps 20 by-car. The airport, 
already a hub for European 
flights, is expected to develop 
hmg-hanl sched u led services in 
competition with Heathrow , 
and Manchester now that gov- 
ernment restrictions cm gate- 
way airports have been lifted. 

Coventry also has its own 
small airport, owned by the 
dty coandl and used mainly 
by dub or e xe c uti ve aircraft. 
Ryanair flies to Knock and 
puns to add a dally Dublin ser- 
vice. There are also flights to 
Amsterdam. Freight services 
using Coventry Airport are 
expected to benefit from any 
relaxation of inter-Commurdty 
customs restrictions following 
1992. 

The dty do es not - like 
some co mp etitors further north 
- fear the arrival of the Chan- 
nel Tunnel Direct Co n ti n e nt al 
rail services from the 
north-west and the West Mid- 
lands are due to be consoli- 
dated at Rugby, only a tew 
urinates away. Coventry sees 
itself strategically placed to 
attack European markets. 

If there is a weakness in the 
surrounding roods network. It 
is the link with Southampton 
and Portsmouth. This will 
change when the M40 reaches 
Oxford and points south. Other 
motorways are due to be wid- 
ened to four lanes in each 
direction, though peak-hour 
loads on the MB will remain 
very heavy. 

Any effects of an M40 corri- 
dor - restricted by Green Belt 
policies - are more likely to be 
felt in Warwick, T-Aamfngtan 
Spa and Kenilworth, all impor- 
tant parts of the sib-regional 
economy. House prices, already 
high there, will receive a boost 
which could have a knock-on 
effect on C o ve nt ry ' s southern 
and western suburbs. 

A major reason for the city's 
success in attracting relocation 
from London and the south- 
east is its half-hourly electri- 
fied rail service to Euston. Cov- 
entry Is just ioo miles up the 
line and the fastest trains take 
little over an hour. When 
needs must, Coventry is an 
excellent place from which to 
depart. 


Robert Waterhouse 


pod services, 

Over half of the 4Ks leaving 
Ryton are exported, princi- 
pally to Fumes and iMgi in n . 
Mr Parham bsBgras foqy are 
indistinguishable, in quality 
terms, from tee eggs tmfrt at 
Socfaaux* 

The British fleet market, 

where the «5 has a small bnt 
important share, is Peugeqfe- 
TalboUs anchor te tee UK. But 
Rytan’S futur e wfil depend on 
how well it c omp etes te pro- 
ductivity and quality with 
four other PSA assembly 
plants across Europe- It is 
something teat British man- 
agement fata my mow 
opportunity to press home to 
foe work fo rce. However, ana- 
lysts suspect that tim ?SA’« 
Investment derisions depend 
on wider issues item Proven 
UK quality. 

In European terms* PSA 
ranks ahead of Renault, Feed 
and General Motors- Several 


successful years make it sus- 
ceptible to market swings. The 
Lovqfoy-Mackle West Midlands 
Enterprise Board sector review 
suggests that By tan could be 
PSA's most vulnerable plant if 
market share Is lost during the 
1990s to tee emerging British- 
bnllt Japanese models. 

Were Pcugept-Talbot to 

announce another line at 
Ryton - the subject of much 
local speculation - observers 
would feel happier about the 
company's long-term commit- 
ment. Mr P arham, while not 

bring drawn on the subject, 
believes that Ryton tapes a 
solid future - “We havp stabi- 
lised, we are growing and we 
have ambitions to grow fur- 
ther," he soya* Losses of £800m 
be tw ee n 1978 and 1983 plus a 
£2Q0m I nvestm e n t by PSA are 
being repaid oat of profit- He 
is wwiMwi t Hi,* TfiA win take 
a positive investment, on the 
ww wniwimjitiim of the UK 


company, when the time is 
right. 

Vehicle component manufac- 
turers are Mg business in Cov- 
entry Warwickshire (the 
sub-region includes the Leam- 
ington-Warwick-Stratford axis 
as well as Nuneaton and Bed- 
worth). A recent survey by the 
Coventry-based Research Part- 
nership reckons that about 
half of the 42,000 people 
pmp l qypd in the vehicle judos- 


markets. Of continental mma- 
torturers, only Volvo figures 
in any strength. 

The product range of these 
com panies is enormous. Taken 
together, they supply almost 
everything for any part of tee 
process. In other words, 
vehicle "m»nfar ftiriiig is alive 
and well and living in small 
pieces throughout Coventry 
and Warwickshire. 

AH of which seems to rein- 
force the suggestion by Prafies- 


The Impending arrival 
off multinational 
components groups 


try work in the supply sector. 
Its value Is estimated at £700m 
annually, characterised by 
middle-sized wwwpawi— with 
turnovers of around £10-12m 
employing about 200 people. 

These companies, of c oar se , 
supply both Jaguar and Peu- 
geot-Talbot, but Rover and 
Ford aye the major clients by 
far, with General Motors well 
in tiie frame and Nissan also 
showing. But perhaps tt is dte- 
tjhnt componen t sop- 
ply te largely for domestic 


BY THE end of the 19$*, jmrpy 

large service groups were seek- 
ing to flee from expensive, con, 
gested London- -Equity and 
Law I4fe Assurance Society 
looked at Bristol, but derided 
against it as Orfyl tewdt . 
cal had already gone there. 
Eagle Star went to Chelten- 
ham. Guardian Royal 
E xc h ange was to Ipswich. .The 
feeling wan these companies 
would mop up the pool of avail- 
able clerical wor k ers In those 
towns. 

So Equity and Law moved a 
substantial part of Its opera- 
tion to High Wycombe. Bat by 
the early 1970s, this Bucking- 
hamshire town also beg an to 
develop London-type problems 
— planning ~ restrictions 
imposed a physical limit an tim 
company’s growth and It 
hiw u iw difficult to am staff. 


SERVICE GROUPS 


The big 
are mo 


names 


Then, Equity and Law started 
to look further afield. 


to Look further afield. 

That was how it chose Cov- 
entry. It was a little different 
from t he oth er insura nce c om- 
panies* si te s. Fair Coventry had 
very few service groups. There 
was an emphasis an heavy 
industry. 

_ Acco rding to Mr Brian 
Emery, assistant general man- 
ager “There was no significant 
clerical employer of any kind." 

Against that, land for buHd- 
ing jvaa che ap. Even though 
(be Coventry move mlglil have 
seemed rash, the company frit 
the absence of direct competi- 
tion for workers could be 
tu rn ed to its advantage. 

Coventry was, initially at 
least, to be a baick office opera- 
tion and there would little diffi- 
culty in finding tee »w«tt srff 
numbers needed. Starting off 
with 90 employees, Equity and 
Law now employs 560 people in 
Coventry out of a staff total of 
2400. Some 70 remain in the 

nfflffw in T/vrwInp fr» T.frruriln ’n 

Inn Fields, and around 780 are 
still in High Wycombe, 
although numbers there are 

faTUwg . 

Mr Emery s a y s tw th «* com- 
pany, which is now part of the 
French Axa-Mldl group, is 
delighted to be to Coventry. . 

Tt is a good place to be, you 


raw get to L o ndon for confer- 
ences easily- And you can get 
into the offi ce easily. Coventry 
. rite centre is not congested," 
he says. 

The company, which has 
funds nndAr iwanagAwiAwt of 
£4hn (life, pensions and invest- 
ments) is expanding its office 
boildizig in Coventry so that it 
can employ 1,000 if tt wishes. It 
has also bunt a two-storey car 
park. 

Staff turnover has been low. 
But Mr Emery says he has 
noticed t hat in th e past year, 
turnover has been creeping up. 

This could have so mething 
to do with foe feet that in the 
past two years Coventry has 
become a fashionable place for 
service company relocations. 
Barclays Bank, the Royal Soci- 
ety of Aits, the Land Registry 
and the Depa rt ment of Trans- 


The benign business envi- 
ronment at Westwood also 
Infl uenced Barclays Bank’s 
decision to move eight head 
office operations from London 
to Coventry. Through its 
agents, . Barclays had been 
looking for some time at the 
Midlands area. 

Ms JuHa Johnston, at Bar- 


it lias become a 
fasffilonabie place for 
company reloc ati ons 


in tim rite- 

Well, not in the rite centre 
itself. Few new arrivals will 
emulate Equity and Law and 
find a dty centre site. There is 
Kttie available. 

Many companies have cho- 
sen Coventry because of the 
Westwood Business Park. Not , 
only does this have good 
access to the m o to rw ays and is 
dose to the university, it is 
purpose-built for service-type 
companies. The environment 
at Westwood was crucial in (be 
Royal Societ y of A rts derision 
to move to Coventry. 

Mr Martin Cross, chief exec- 
utive of the RSA, says; “In 
other places we looked at, we 
invariably found we would be 
sandwiched be tween a multi- 
plex dnwna and .a noisy fee- 
tory making rubber goods or 
something. This did hot suit us 
at alL" 


days in London, sayBthe bank 
has an operation in Ehutaftad 
in Cheshire and In Poole In 
Dorsey, so it wanted some- 
where in b etween. 

L and is cheaper in Coventry 
than in the south-east and 
even other parts of the Mid- 
lands. Barclays liked the rite at 
Westwood. Bat tt was also 
attracted by the feet that 
labour would be available. 

“We were given assurances 
by. tiie Development Depart- 
ment in Coventry that we 
would be able to fin tim vacan- 


cies." Ms Johnston says. 

Coventry continues to have 
a higher unemployment rate 
than tim rest of tim country- & 
is now probably around 7 per 
cent, compared with a national 
average of Just under 6 per 
cent. 

Barclays activities in Coven- 
try will involve 700 Jobs. About 
-half this total -wiR be moving 
from London In tim next cou- 
ple of months. Barclays set up 
a job centre in Coventry and 
has now filial the other 350 
jobs. 

Mr Roger Davies, recruit- 
ment officer far Barclays, says 
he was mildly surprised by 
how smoothly the hiring went 

T was beghntin g to get fr et- 
fid whan I saw Mwuptojtaent 
dropping so sharply- But tt has 
all gone very wefl. We have 
hired people from right across 
the spectrum. These include 
school-leavers and 50-year-oMs 
who have shown up at our job 
centre." 

As more and more service 
companies realise the advan- 
tages of Coventry - it remains 
cheap in terms of land and 
labour - p re ss ure on wages 
will inevitably creep upwards. 

But that seems unlikely to 
happen over tim next couple of 
years. And, as more_gprvice 
companies arrive, theskills 
level of the workforce will rise. 
Almost certainly. Cove ntry has 
not seen the last of the Mg 
name national companies 


Stewart Dafoy 


CONTRACT HIRE 
A 

GRANADA 2.0 GHIA 

ON A 3 YEAR RENTAL WITH 
FULL MAINTENANCE FROM 
£399.78 PER MONTH + VAT 


KEY. FACTS 


Popula ti o n ; ...310,000 

Employment at least 128,000 

Unemployment (third quarter 1989) 8.4 percent 

&3% (trsvef-to-work area) 02% (West Midlands area) 
— 6 pe r cent (national figure) 

Dis t a n ce s tram Coventry to major UK cWes: 

Birmingham 18 miles London .94 miles 

Bristol — — —..103 miles Manchester — _107 miles 

Cardiff — — 125 miles 

Mafor Industrial com pa nie s with a presence In Coven tr y; 
.Jaguar, Peugeot-Talbot, RoltsrRoyce, Dunlop, Rover, 
Courtaulds. 


PLEASE RING 

0203-505475 

FOR MORE DETAILS 


[CONTRACT hire) COVENTRY 


.from £200,000 an acre for B8 or 


C omp an l ea recently re l o cat ed or In fha proce as of reto- 
oling In Coventry: 

Barclays Bank, Royal Society of Arts, Land Registry. - 

Coal of Industrial land from £200,000 an acre for B8 or 

warehousing sites 

. — up to £500.000 an acre for B1 or office land. 

Renta for B1 a cco mmodation £14 a sq ft - j 

Houee prices — £30,000 to £300,000 (travel to work area) 

-Information on idoafei ..Department of Economic 

Development and Planning at the Tower Block. . Tel: 
(Coventry) 0203 83333. 


D. LYIMCH 150 

Construction c£taL 


t *QNTHACTlNO,OE va r ” M f *IHPIT 


* Inrestimt Projects mMe. 

>Phono Danny Lynch ov»Covar»try 4 iaQo**W-y^T 


sor Kaith Cowling, of Warwick 
University, that foe sub-region 
needs a development plan to 
p ail components manufactur- 
ers together, specifically to 
meet the challenge of Toyota 
at Burnaston. One first step to 
tw« is the es tablishme nt of a 
components research worker 
at the Motor Industry Local 
Authori ty Netw ork at War- 
wick University- 
Bnt the impending arrival In 
Coventry of multinational 
components groups sack as 
Rehuhagen suggests that con- 
tinental industry analysts 
have already identified the 
West MMlawd« a s an impor- 
tant growth area. Will It once 
again be a question of letting 
others in where we ourselves 
fear to teeadT 
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WHEN IN tbe mid-1980s 
Coventry recognised that it 
had to got new profits to 
expand . employment,- it found 
itself in a catch-22 situation as 
far as property was concerned. 

Heavy _ de pend ence^ o n the 
automotive ‘ and engineering 
industries- meant that there 
was little folly-serviced 
industrial land "readily 
available for new sunrise or 
high technology industries, 
which needed modem Bl-type 
factories. 

Indeed, the dty had never 
been a service centre. It was 
part of the West Midlands 
metropolitan district, which 
in qhylBri Rtrirrlngh^m and the 
Black Country, untfTl986 and 
SO «!««*: flf the nattonq] htmlrq 

and insurance companies set 
up in R l n n lng hm ir if they set 
up in Oh* Wart Ifirfbmd ff at alL 
There was very little office 
space available. 

Equity and Law, which 
estahUshwl itself in Co ve nt ry 
in 1974, was virtually atone d 
the Hfe and pension 

companies : In seeing the 
potential in Coventry and 
building its own offices. 1 

The absence of a so-caHed Bl 
culture m e a nt that developers 
were not interested In budding 
offices or new factories 
speculatively because the 
returns were too low. 

This cycle of few new jobs 
because there were few new 


Westwood to growing 
to 100 acres andthe 
emphasis Is on 
^ service companies 


companies and few new 
eo mpantes because there were 
few snitaMe premises began to 
be broken in 1982 when the 
Coventry City Council got 
together with the 
Warwickshire and- West 
badlands county councils, as 
wail as represe n t a tives of the 
University of Warwick. They 
idftwtiffwi a 24-acre site, dose 
to the un i v ers ity , which could 
be turned Into a science perk. 

Although the interested 
parties had one eye on the 
successful science park at 
Cambridge when they set up 
their joint company, Warwick 
University . science park 
developed vary differently and 
more quickly than expected. 
By 1986, ao companlfis had set 
up on the estate and a second 
phase of expansion began. 

Today the park Is a 42-acre 
site, mostly let on long leases. 
Many «wripwtripB have built or 
are building their own 
factories. Although the city 
council continues to own 45 
per cent of the land nationally, 
the univ e rsity is the driving 
force behind the park. . . . 

By 1986 Coventry had set up 
its economic development 
department and Mr Harry 
Noble, its director, became 
keen an the idea of business 
parka. In that year, another 
70-acre site, again owned by 
the city council and adjacent to 
the science park, was 
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Stewart Dalby on why companies are keen to invest in the city 

A good move for many 


The Caft e di a l Lanes development In .the city centre 

PROPERTY 


Parks and a precinct 


imhitilkltfH Thin he raime the 

Westwood Badness Park and 
is now being extended to cover 
100 acres, with the emphasis 
bn service companies. 

: Values have crept up to the 
point where good-Bl p r oper ty 
is renting tor £14 a sq ft. This 
is stSD well fadow parts to the 
south-east and even areas Uke 
Bristol. It is good enough,' 
h owe ver, to give developers a 
sufficient return and they have 
shown interest fax buikfing on 
t>p estates. lend now costs- 
between £300,000 and £500.000 
an acre, depending on the 
density of bu&£x« that can go' 
on it 

For old-style B8 warehousing 
or sheds, land can still he 
found tor £2S0jQQ0 an acre and 
rented tor £3 a sqit Because at 
Coventry’s location near the. 
motorway network, there is a 
strong demand for such. 

Thd take-uponboththe 
science and business paths has. 
been good. Any companies 
relocating in or around 
C ov e n t ry should have the 
benefit of reasonable rates 
under .the new;. uniform 
business rate; since, rentals 
have not soared into the 
stratosphere. The development 
deportment has identified a • 
further 400 acres tor potential 
industrial use around tiw% city* •' 

TTw trnrt n arwy <nw f 

■ Ansty Technology Park in 
the north of the city. This . 
covers 180 acres, where it. is : 
hoped to encourage investment 
from high-technology ;• 
companies. The site is owned 
by Rolls-Royce, - which will 
locate a 80-acre development at 
Ansty. 

■ Binfey Business Fark. This is 
a council-owned development 
of 49 .acres which . will 
complement ! Westwood 
Business Fart. BbdeywHlbea 
cam pus -style ' office 
development 

■ Coventry Airpark Is a; 
160-acre development The first 
phase of WOJOOO sq ft develop- 
ment has a total completed 
investment value of Bjflnr. 


. Stone of - these sites are' 
outside the city’s limits. When 
in 1986 the dld West Midlands 
metropolitan council was 
broken up, Coventry City was 
left with tightly-drawn 
boundaries. . 

The city council has had to 
come to te r m s with Warwick 
County Connell, making the 

The : city’s skyline Is * 

. IRUS changed, but 
there Is a shortage of ' 
v office space 

point that greenfield sites are 
not rite -same thing as green 
belt intrusions. But the county 
council how. sees the value of 

high quality B1 properties. Tbe 
eastern by-pass road around 
Coventry forms an ideal artery 
-for further indus trial and 

p^n|inprHiit clusters. 

Because the greenfidd rites 
have been on the periphery, so 
far the city’s skyline has not 
been radically changed by new 
office developments. There are 
ode or two prqjecte, such as 
the Parkaide complex on a 
14-acre site and the G reyfHara 
Gate development, which Is 
office space of mare than SOjOOO 
soft: • : 

- However, Mr Peter Holt of 
Hepper Robinson, a leading 
local agent, says: “There is a 
shortage of space in the 
city Hwite, since so little baa 
been built. 2 a client came 
along - tomorrow and wanted 
MMMOsqlt of space, it would 
be difficult. to ai*wimmailata 
Mm." : - 

As Coventry has started to 
catch tip to terms of industrial 
and commercial property it is 
now, Uke other efc^tes, getting 
i ts pr estige city-centre 
shopping com p le x . . 

There, is a shopping- nexus- at 
present called The Precinct. 
Housing such retailers as 
Marks and Spencer, Owen 
Owen and- Next, it was bnftt to 
the late 1950s and early 1960s. 
ft has a dated, stone would say 


ratter tired, feel 
Two new developments are 
under away. One, the West 
Orchard centre close toThe 
Precinct, will cover 22&JBSI sq 
ft of retail apace at a probable 
cost to £60m. This will open to 

tbe spring at 1991. 

The other development is 
Cathedral Lanes, which is 
smaller, probably around 
50,000 sq ft, - but is to 


the area adjoining 
The Precinct and is in the 
prime site underneath the 
cathedral, where the buses 
i to the centre of town. . 
project, which will cost 
around £10m b«B temp- 
orarily displaced Coventry's 
best-known monument* the 
statue of Lady Godrva, aims to 
give the city the now fashion- 
able, continental flavour with 
shops, bistros and restaurants. 
Zona A rents in the complex 
are expected to be around £55 a 
sqfl. 

In terms of residential 
proper ty, Coventry saw none of 
the overheating characteristic 
until 1988 of the south-east of 
England and even parts to the 
Midlands. There has been sane 
catching up recently, but 
generalising- is difficult since 
there are strong regional . 
variations in values if one 
includes towns in the Coventry 
travel to wort: area, to the 
south-west, where it may 
stretch as far as Leamington, 
the spa town and even 
Stratford-upon-Avon, the areas 
are particularly wealthy. 

By contrast, some to the 
northern suburbs are quite 
rundown. As a rough rule to 
thumb, it is still possible to get 
starter homes in some parts to 
Coventry for £30,000, which 
remains' well- below what 
woiddte pgid ip Jhp 
east. .There are; 

'.towns .where, gopd 
properties mh 
be found for £150,000, again 
still a .good discount to the 
south, but the gap Is said to be 
narrowing. 

Stewart Dafoy 


MANUFACTURING 


Optimism on output and 1992, 
but long-term doubts remain 


MANUFACTURING continues to do minate 
Coventry’s industry a decade after the 
shakeout Same 53JW0 jobs disappeared to 
the dart days to 1979-82, but the bog com- 
panies, with notable exceptions such as 
Alfred Herbert, survived. There is now 
confidence that manufacturing employ- 
ment bas stabilised at about 40 per . cent to 
the workforce, and that Coventry is well- 
placed to benefit from 1990s markets. 

The city’s industrial base centres on a 
handful of well-known co ncerns. Apart 
from the motor industry Coventry is an 
important operating centre for GPT (tele- 
communications), Rolls-Royce (aero-engine 
parts and gas turbines), Courtaulds (ace- 
tates, carbon fibres, process eng inee rin g). 
Dunlop (aerospace and engineering), Mas- 
sey-Feaguson (tractor assembly) and Ahds 
(armoured vehicles). All these co m panies 
have reinvested during the 1960s, bring ing 
new technologies to work on new product 
lines while employing far fewer people; 

One reason for today’s optimism — as 
expressed by Mr Carl Pearson, the city’s 
assistant bead to economic development, 
and endorsed by Mr Brian Wilis, director 
of the Coventry Chambe r to Commerce — 
is a belief that manufacturing output at 
least equals that to the 1970s. It’s a gut 
feeling, as nobody has yet atte mp ted to 
assess Coventry's GDP, but seems to be 
borne out by productivity achievements, 
such as at Jaguar. - ,. ., vn ., 

Mr Pearson argues that, as Coventry’s 
big employers tend to belong to transna- 
tional groups, they will btotetosadvam- 
taged by 1992 - a view glared by Mr 
Gordon Campbell Courtaulds boarddfreo- 
tor with responsibility for several Coven- 
try divisions. “Europe has been our home 
market for 20 years," says Mr ffq mbdL 
“1992 should simply ease a dmini stration. 

The group's central commercial activi- 
ties, incl uding third party trading with 
other countries, are co-ordinated from 
Coventry. There fa a spraal 
Eastern Europe. Courtaolds Engine erin g, 
for instance, is in the throes of negotiating 
two turnkey projects for acr ylic fibra 
plants in the Soviet Union. Court^dds te 
Eed to take ^^agetorecetoev^ 
though Mr Campbell expects some comr 
mercial hiatus after the speed to political 

Coventry ^ GPTs international head- 
quaSSand at 7,500 employees the com- 
pany remains the city's major 
tor force after Jaguar. GPT ^ 

the world telecommunications **&**,. 
nnirintr GPT with Siemens would create 
the second most powerful giOTP, but for 
the moment the two companies - joined. 


by the GEC-Slemens takeover to Flessey - 
have simply signed a co-ojperatian agree- 
ment to integrate product hues. 

fa Coventry’s performance an the inter, 
national stage - as instanced- by GPT, 
Courtaulds *wd others — : reassuring for 
the future? Mr Ke ith Cowling, professor to 
economics at Warwick University, has 
serious doubts. He sees Coventry mamifao- 
turecs as a microcosm to tte British condi- 
tion. n »»iriih«WaiteiHnn ; ha says, remains 
endemic below the surface. The country's 
lack of industrial policy, reflecting a cert- 
f fl j r y and mnr p of liP fflnp, haa nnt changed 
despite tte trauma to toe 1960s. Rentier 
ownership - most obviously in the . car 
manufacturing sector - brings worries 
about Coventry as a branch economy, vul- 
nerable to external derision-making. 

These are loss-term issues. In tte short 
view Coventry seems to be responding 
well enough to high interest rates and the 
downturn. Coventry Chamber to Com-. 


Rentier ownership brings 
worries abbut external 
dedisloiwnaldng 


merce’s most recent quarterly snrvey. gar- . 
tiered just before Christmas, paints a reas- 
suring picture. Both home and export 
orders were modi as in September 1989, 
Him cash flow. Only four to a sample to 50 
mm parries were operating at lesa than 60 
pa rent capacity, while 83 were at over 80 
per cent. No more companies thought 
turnover would worsen in 1990 than 
believed it would improve, though there 
were some doubts on profita b ility. 

The most worrying response came to a 
question on recruitment. Almost half tte 


catty in. recruiting suitable labour in the 
st quarter. The hardest category to fin, 
far, was tte skilled manual worker. 

Mr 'Willis agrees there are “severe short- 
ages of stalled labour." Recruitment from 
outside tte city is problematical with foil . 
employment in the southeast and house 
prices in Coventry higher than in the 
North. Big companies, rather than train - 
their own staff or take on unemployed 
applicants, tend to go for the qu icker expo- 
dSeut to poaching from smaller firms. 

SkQl shortages Inevitably raise training ; 
issues. Recently, the council commis- 
sioned a cdtywide audit to job skills, which 
showed (from a total workforce to ready 
90,000) 20,000 males with craft skills and 


16,000 with over five years* exp erie n ce It 

fe (ffTMfaBil tr| p n rm ro y nt TnflTurfgrr fnr- 

ers, asking employers to state what skills 
are needed. Preliminary results are expec- 
ted in June for publication tins September. 

By and large, Coventry takes the task of 
monitoring its companies seriously. “Con- 
centrating on Coventry,” a 1987 study for 
the city council to the top 100 employers 
by Baal Field, documented the enormous 
changes store 1975; “Coventry on-Hne," by- 
Paul Field and Mike Press, looked at the 
tg|w»nnyimmi cBtinnR supply - Industry; 
Edward BUssetfa August 1989 report on 
industrial relations tends to quash suspi- 
cions that wen-organised trade mninmw in 
the big Coventry companies are more mfli- 
' taut roan elsewhere. 

. By using sector studies, the council Is. 
able to identity problem areas. For exam- 
ple, the challenge facing small and medi- 
um-sized companies (Coventry has very 
few in tte second category) to reach new 
levels to quality, and quality assurance, 
which will enable Item to work with the 
big operators. High interest rates make It 
tough fin: the companies to invest in the 
necessary systems and training. So the 
council is creating a loan scheme up to 
£25,000, aimed spedflcaDy at quality assur- 
ance measures. 

Another challenge fa to encourage start- 
ups in a culture still d omhiated by big 
boys. Prof Cowling suggests that potential 
entrepreneurs from Warwick University 
and Coventry Polytechnic are drifting 
away because of tte lack to suitable low- 
cost space and seed-corn finance to get 
them going. He' contrasts the Coventry 
scene with Gothenburg, where hundreds 
to graduates from Chalmers Uni v ersity are 
“staked" each year. 

Finding cheap space is also getting 
harder. The days when back-street, inner 
dty alleyways could be annexed for a few 
pounds a week have gone. Traditional, 
timer area inhabitants like Rolls-Royce 
and Alvxs are btodndfhe move to outlying 
business parks but their sites are' in 
demand for commercial rederotopment 

In theory, Coventry . needs tte major 
manufacturers more than they do Coven- 
try. But when it comes to the crunch, the 
Woks are strong both ways. Courtaulds Mr 
Campbell says be could not envisage mov- 
ing any to the manufacturing facilities, 
though office accommodation fa a different 
matter. And if companies are making good 
money in the city, as Mr Pearson beeves, 
why should they . want to start again any- 
where else? 

Robert Waterhouse 


THE Department to Economic 

Development and Planning 
doea not estimate how much in 


in Coventry in recent years. 
But ft says that since 1986 
(when tte unit was set up) the 
total- number to net jobs 
created has been 6,000 and 
there .hove been 88 projects in 
188869 alone. 

The pattern has been to set- 
ting up iffwali ongimwing con- 
cerns often related to the 
motor car industry or those 
parts to it that survived the 
huge shake-out of the early 
1980s. One highly publicised 
relocation was Retashagea, the 
German car wiring company 
which last November 
announced it .was establishing 
a plant at a cost to £Gm, that 
would employ 600. 

Recently, other high 
technology companies have 
established operations in 
Coventry, in part because to 
the University to Warwick 
Science Park which was 
started in - tte early 1980s. 
Companies which have gone 
there include Automatic , 
Buehler fafamuittwoT, Teteme- 
caniqne and Olivetti. 

More recently «H11 , service- 
type mmpanton have relocated 
in Coventiy. The Westwoo d 
Business Part has attracted a 
number to relocations includ- 
ing Barclays Bank, the Royal 
Society to Arts, the Royal Insti- 
tute of Chartered Surveyors 
ami th e Inst itute to Housing. 

Of Faxunc Robotics UK fa to 
move .from Colchester to Cov- . 
entry. This organisation com- 
bines the Fanuc Corporation to 
Japan with General Motors. 

The reasons why companies 
have chosen Coventry are 
varied. One strong argument 
which persuaded Barclays was 
the availability to labour. 
Coventry has an aboveaverage 
unemployment level. Barclays 
is moving eight head office 
functions to Coventry and 
needed 700 staBL Half to these 
jobs will be filled by people 
moving from London. The 
remaining 350 have been hired 
locally, and apparently without 

iiimIiw difficulty. 

Other companies cite the 
good conununtcationa. Tte city 
is at tire centre to and 

weRconnected to the national 
motorway system. It fa the port 
to. tte Midlands closest to 



The Westwood Business Pork has attracted a number of relocatlcHis 


London. 

Mr David Noon, the associ- 
ate of Social Science and 
Policy Studies at Coventry 
Polytechnic, says that Coven- 
try fft ill hag cheap 
compared with tte southeast 
to a «WT1*^ labour 

force and a good location in 
Westwood Business Part. 


Barclays is moving 
eight head office 
functions and has 
hired 350 local staff 


The benign environment at 
Westwood was a important 
factor behind the decision to 
the Royal Society to Arts, an 
examination board, to choose 
Coventry. 

The board moved last 
December and employs 140 
people. Twenty-five manage- 
ment staff moved with the 
company and the rest were 
hired locally. Ms Leena 
Kalyanvala, the personnel 
director, says with the excep- 
tion of one or two computing- 
accounting jobs tte vacancies 
were easily filled. 

Mr Martin Cross, the chief 
executive, says that the RSA 
had two offices, one in London - 
and another in Orpington, 
where the printing was done. 
The board was finding ft diffi- 
cult to get staff in London at 
wages It thought it could 
afford. But most to all, there 


was a feeling that the board 
needed to bring its operations 
under one root 

At the same time, since a lot 
of the board’s business 
involved meetings with the 
Ministry of Education and 
other government depart- 
ments, it did not want to be too 
far away from London. 

A ring was drawn around 
London, which included any- 
where less than IK hours' 
travel time from the capital. 

Bath was rejected because to 
possible shortages to labour 
and because nffteA accommoda- 
tion has become relatively 
expensive. 

Coventry was chosen partly 
because it fa only 70 minutes 
on the train to London. Mr. 
Cross says: “Our Mnd to opera- 
tion with tte need for meeting 
rooms at one extreme and 
printing fafflUrtaa at tim other 
is an unusual one. We needed 
to be in the right environment. 
We did not want to find our- 
selves with a metal bashing 
concern right next door." 

He adds: “We were surprised 
when our agents said nothing 
was available in Nottingham 
or Derby. We sent them back 
far a second look. Bat we could 
not find anything." 

Mr Gross is very happy with 
Coventry. He says that, con- 
trary to expectations, the staff 
who moved with the company 
have not made a inning on 
property. Houses are cheaper 
at the bottom end, hut In tte 
kind to market hfa managers 
are InnMiqr at there is not a 
great deal to difference. 


A lot to people are finding ft 
rttftifmit to sell in London. 
Prices there have dropped 
since the peak in 1968k while 
those in and around C ov e n tr y 
have been catching up. 

However, he and nis staff 
have found nicer properties in 
more attractive surroundings. 
One to his managers lives in 
Stratford, which fa half an 
hoar’s drive. 

But the best thing, Mr Cross 
says, is that people don’t have 
to struggle for hours on run- 
down tube trains at congested 
roads. Most to hfa staff axe only 
10 minutes’ drive away. They 
can park easily next to the 
office. 

The RSA has secured its 
fitting on a 125-yeer lease. Mr 
Cross declines to dfaenss the 
rent but agrees that it fa far 
rfi*»wp «w than in Loudon. 

Whereas in London, jobs 
offering £9,500 were attracting 
one or two applicants, in Cov- 
entry 80 to 40, people have 
applied Moreover the company 
found that in London people 
applied Just to get a foothold in 
London and then moved on 
when they found something 
better. In Coventry people look 
as if they will stay. 

The downside to having 
more service companies move 
into the area is that competi- 
tion for jobs will increase and 
wage levels wfll be Md up. This 
has not happened yet, and the 
advantage is that a corp o rate 
culture oevekgis and standards 
improve. 

AD fix all, Mir Cross feels Cov- 
entry has been a good move. 
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It takes a dedicated team to supply electricity to more than 
2 million, customers in offices, factories and homes spread over an area of 
around 16,000 square kilometres. 

From Milton Keynes to Chesterfield, from Coventry to Skegness, 
we anpplied almos t V>. ftowpinJ minion nnita nf electricity daring lflgg/9 - 
worth over £1 billion - with the capacity to deliver more. 

Onr team of around 7,000 is committed to meeting the 
electrical needs of over 160,000 commercial and industrial customers 
across onr region - including the famous names of GJE.CL, Jaguar; 
Peugeot Talbot and Rolls-Royce. 

But that’s not all: in our Coventry District daring 1989, 
we . have repaired nearly 17,000 household appliances within our 
guaranteed 3-day period and wired over 1,000 electrical installations 
in Local Authority and. Housing Associations; and we have installed 
over 6,000 storage heaters. 

Delivering energy, serving our customer*. 

IT yon would like «i copy of our latest annual report, please write to Corporate 
Relations (AR), East Midlands Electricity; PO fine 4, North PDO, Coppice Road, 
Arnold, Nottingham NG5 7HX. 
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Richard Tomkins looks at arts and entertainment 


Culture far and wide 


COVENTRY IS a mixe d bag 
where arts and entertainment 
are concerned. Culture is there 
If you want it, but you same* 
times have to go out of your 
way. 

The largest single conc ent ra- 
tion of amenities is not, as you 
might expect, in the city cen- 
tre, but in the University of 
Warwick Arts Centre which 
forma part of the university 
campus. 

Its name might suggest that 
it is intended only Cm univer- 
sity staff and students, but this 
is not so. Now claiming to be 
the biggest arts complex out- 
side London, it ser v es a catch- 
ment area stretching from 
Oxford to Birmingham. 

The first phase of the centre 
opened as recently as 1374 with 
a 575-seat theatre, a 200-seat 
sfandin theatre, a music centre, 
a conference room, a bookshop, 
and cafes and bars. 

A second phase came in 1981 
with the opening of a LSOOeeat 
concert hall, and the third 
phase followed in 1386 with the 
opening of a 2SOseat cinema, a 
new bookshop, a sculpture 
court, and a suite of art 
galleries. 

The main theatre offers a 
varied diet Productions so far 
this year have included the 


premiere of the Rngtikh Shake- 
speare Company's Comedy of 
Errors, Eleanor Bran in Cam- 
bridge Theatre Company’s 
murder/mystery/comedy The 
Dig, Warwick University Gil- 
bert & Sullivan Society's The 
Gondoliers, and a touring pro- 
duction of Leonard Bernstein's 
On The Town. 

An excellent programme of 
fringe theatre, meanwhile, 
dominates in the stadia The 
last cotqde of weeks, for 


The 50th anniversary 
of the blitz will be 
commemorated • • 


BTftmpip have seen Trestle 
Theatre Co m p a ny's L’Arafipar- 
naso. Monstrous Regiment's 
Love Story Of The Century, 
David Glass’s Popeye hi Exile, 
and the Snarling Beasties* 
Valentina 

The cinema is a showcase lor 
the sort of art house films that 
rarely get a screening outside 
London: scheduled for tonight, 
for example, is Peter Greena- 
way’s orgy of grotesquerie The 
Cook, The Thief, His Wife ami 
Her Lover. 

The concert hall offers a mix 
of classical and contemporary 


music, with an especially 
strong element of jazz, while 
the gallery prorides space far 
varied exhibitiotis of the visual 
arts. 

The Arts Centre, then, is an 
excellent and much-valued 
resource. ft does, however, suf- 
fer from one draw- 

back. At a distance of 8% mflaa 
from the centre of Coventry, it 
is not easily accessible from 
the city: indeed, its natural 
audience, apart from univer- 
sity stu dents, is drawn predom- 
inantly from the carowning 
population of wealthy South 
Warwickshire. 

Meanwhile, Coventry proper, 
in common witirmost indus- 
trial cities of its dze^ boasts 
eady a modest array of enter- 
tainments. It has the Belgrade 
Theatre, offering a mix of 
musicals, thriBers, comedy and 
drama; it has two cinemas 
ahowtug mainstream films, and 
a ten-pin bowling alley well 
outside the city centre; it has a 
sprinkling of pubs, dubs and 
restaurants; and that’s about 
it 

The centre of the city can be 
a soulless place at night 
Nobody actually lives there: it 
consists mainly of shopping 
precincts, council offices and 
the polytechnic. Too often the 
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nearest , thing to street life is 
the display of teenage violence 

that ra)n a CTffwpmy rhnriring . 
out time at the pubs clubs 
around the Burges. 

The council acknowledges 
that a thriving city centreacts 
as an important cultural focus 
for the community and .is 
encouraging the provision of 
more amenities. 

Mr Tim Healey, marketing 
officer in the city’s leisure ser- 
vices department, says , this 
need not be just a matter of 
improving the quality of life 
for the c omm unit y. It has eco- 
nomic spinoffs, too. 

“If we want more inward 
investment in Coventry; we 
have to give' people incentives 
to move;’’ he says. 

“It’s no good trying to 
convince people to come to 
Coventry ft all they do when 
they get here is complain that 
when they were in London, 
they could go to the National 
Theatre." 

Things are gradually getting 
better. Evidence of this comes 
in the form of two initiatives 
under way, one of them spon- 
sored by the public sector, and 
the other private. 

In the private sector, a local 
fringe theatre group called Tic 
Toe (Theatre In Coventry, 
Theatre of Coventry) has found 
itself a permanent base in the 
Orchid Theatre, a former Iringo 
halt -in the city centre’s Prim- 
rose HH1 Street. 

Refurbished as a multi-pur- 
pose entertainment centre, the 
Orchid will provide space not 
only for Tic Toe’s own stage 
productions and alternative 
cabarets, but also act as a 
much-needed venue for live 
m usic, theatre, dance, cabaret, 
conferences and arts work- 
shops. 

In the public sector, the city 
council is t^nrhig with three 
short-listed developers about 
the possibility of redeveloping 
a 754-acre site in the city 
centre’s Fairfax Street at 
present occupied by the bus 
station and a multistorey car 
park. 

The idea is to come up with 
a new complex which would 
incorporate not only the bus 
station and a larger car park, 
but also a leisure complex with 
amenities such as a multi- 
screen cinema, an ice-rink or 
bowling alley, and a food malL 

That devriopmeni will take 
time to reach fruition. But in 
the meantime, Coventry can 
offer other attractions. 

This year, for example, there 
will be commemorations to 
mark the 50th anniversary of 
the HBtg hi w hich the city’s did 
cathedral was burned to the 
ground. And from July 23 to 
August 18, the Belgrade Thea- 
tre will be reviving its prome- 
nade perfor mances of the Cov- 
entry Mystery Plays among the 
cathedral ruins - a marvel- 
lous event tailing the stay of 
Jesus, performed only once 
every three years. 


TOURISM 


the businessman 


IT WAS back in the 11th 
century that-Lady Godiva gave 
birth to one of Britain’s favour- 
ite legends by pleading with, 
her husband Leofric, Earl of 
Mercia, to relieve' Coventry ’ s 
townsfolk- of the crippling 
taxes he bad levied- against 
them. 

Leofric promised to grant 
her request only if his wife - 
by all accounts a lady of 
immense piety - would ride 
naked through the town’s 
streets. But such was Godtva’s 
compassion that,- to. his aston- 
ishment, she agreed to do just 
that 

The people, out of gratitude, 
lined the streets on the day hot 
steadfastiy screwed their eyes 
ti ght abut — all, that ^ bpj 
Peeping Tom, who was struck 
Mind for his curiosity. 

Today, the world’s first 
rec or ded streaking Incident is 
c ommemor ated by a statue of 
Lady Godiva on horseback, 
normally sited in Broadgate 
and recalling one of several 
local legends that have helped 
bring tourists to the city. 

Another that often arouses 
curiosity is the phrase "sent to 
Coventry." This stems from 
the use of the city’s 14th-cen- 
tury St John’s Church as a 
prison tor Royalist troops 
defeated by Cromwell In the 
aril War. 

When the prisoners were 
paraded through the streets, 
the story goes, the people of 
Coventry turned their backs on 
them, so giving rise to the 


sense of 
> comma- 


being shunned by the commu- 
nity. - . 

Coventry’s biggest draw, 
however, remains its cathedral 
- or, rather, eathedraH since 
little remains of the 12th cen- 
tury edifice burnt almost to the 
ground during a bombing raid 
in-the Second World War. 

Alongside the old cathedral 
stands Sir Basil Spence’s 
attempt to recreate its 
grandeur in a new cathedral 
consecrated In 1962. The 
juxtaposition of the two 
con s t i t ute s a moving plea for 
peace while simultaneously 
acting as a symbol for 
Coventry’s resurrection from 
the wartime rubble. 

■Coventry, then, has strong 
links with history. Post-war 
reconstruction, however; has 
left it essentially a modem 
industrial city with only a 
sprinkling of attractions for 
t>ii» casual visitor, and a lively 
i f Tin gl nation baa sometimes 
been a useful attribute among 
those planning its tourism 


One example is its motto: 
The dty in Shakespeare cottnr 
try.” Thiscomes as a surprise 
to those who had always 
thought of Shakespeare as 
coming from Stratford-upon- 
Avon, until they recall that 
Stratford is a town, not a city. 

The paint of the campaign is 
to put Coventry forward as a 
cheaper alternative to Strat- 
ford as a base for exploring the 
valley of the River Avon, 




faeflfties for car p«*b»g are 
incongruous in one of the 
main can-producing ce n tres of 
Britain. The damage which fol- 
lowed enemy air attack has 
aggravated the central recon- 
struction problem but pres- 
ented the city with the greater 
opportunity for central replan- 
ning which clearly must be 
used to the fuIL” 

And used it was. Modem 
principles of zoning, pedes- 
trian precincts and grade-sepa- 
rated highways were imposed. 
The elevated famw ring road 
roughly followed the line of 
the medieval city walL ftwidn 
that, distributor roads allowed 
access to parking and to ser- 
vice the shops. Apart from the 
area round the rebuilt cathe- 
dral there were few reminders 
of the city that was. As Niko- 
laus Pevsner observed in 1964: 
“the centre ... can only be 
treated in 20th funimy terms." 
He described the remaining 
medieval buildings as an 
“alien body.” 

Pevsner, an enthusiast 
equally for modem and medi- 
eval, admired the scale of the 
Gibson plan but preferred not 
to c omment on the architec- 
ture. A quarter Of a wm faw i y 

later, Coventry’s epoch-mak- 
ing precincts have few adher- 
ents. They are comidered too 
wide and monotonous, while 
the shops are too narrow for 


Automation Components 


ABB Power Limited 


Components Division 

Grovelands House, Longford Road 
Exhall, Coventry, CV7 9ND 
Tel: 0203 364021 Fax: 0203364499 Tlx: 312114 



Owns* Central Put* Rations Ud, KhflsChariws, Queens Road, 
Coventry on 381. 1*0203 226374. (ft Brines lltadnal Pic Goj 


including the towns of War- 
wick, Kenilworth and Learning- 
ton Spa, and the Cotawolds 


In the city itself, another 
hue is the Lady Godiva trail 
that takes visitors on. a guided 
tour of -the dty centre. Stops 


Coventry 1s put 
forward as cheaper 
. than Stratford for 
exploring the valley of 
the: River Avon 


along the way Include the’ 
canal basin in Leicester Row 
and the Museum of British 
Road Transport In Hales Street 
- a coflflction of 400 cars, bicy- 
cles, motorcycles and lorries 
marking Coventry’s strong 
links with the motor industry. 

Leisure tourism, though, is 
not the central plank of Coven- 
try’s tourist str a tegy. Business 
tourism is the more lucrative 
area - particularly the meet- 
ings market, estimated by the 
city to be worth £20m a year 
now and £50m within three 
years. 

At first sight,- this might 
seem odd with Birmingham 
i m mit l ng hundreds of mini ons 
of pounds in its convention 
and conference business just 20 
miles away. But Coventry 
boasts the virtue of a central 


location combined with com* 
parativdy low coats- 

Ms Sally Deighan, Coven- 
try’s marketing manager for 
tourism and conferences, says 
a particular objective is to 
identify Coventry as a more 
convenient overnight venue for 
delegates visiting the National 
Exhibition Centre, halfway 
between Coventry and Bir- 
tningham. 

The paint Is that this brings 
a wide range of business into 
the city, such as spinoff meet- 
ings related to the eridbitions, 
product launches and enter- 
tainment of business guests. 

Coventry is also going for 
business meetings in their own 
right, such as training courses, 
seminars, conferences, corpo- 
rate hospitality and incentive 
packages, all of them taking 
advantage of the central loca- 
tion and wide choice of venues. 

Says Ms Deighan: “Hotels in 
Coventry axe up to a third 
cheaper than equivalent hotels 
in Bi rmingham, and parking is 
easier. Travel to Birmingham 
International Airport is also 
more straightforward and 
quicker. 

“By the time the Interna- 
tional Convention Centre 
opens in Birmingham in 1991 
and adds to the pressure on 
hotel facilities there, we want 
to have persuaded Birmingham 
users to think Coventry 
instead.** 

To this end, more than 600 
bedrooms are being added to 
the 2,300 already available in 


Coventry in an expansionpro- 
gnunme costing abaut EOm. 

Among the key develop- 
ments. a four-star 
with 200 rooms is betog bmtt 
ready for opening 
a £5m extension ** f* *2? 
Court Hotel will add 81 bed- 
rooms and a leisure dub. 

Conference centres are 
sprouting up 

ttenlarly at country hotels. A 

£8m development is afoot a£ 
Stoneleigh Abbey to create a 
conference hotel and golfing 
resort; a 100-seat conference 
suite and 11 more Mm* 
are being added at 
Country House Hotel, a corns* 
ence centre is opemng at 
Coombe Abbey, another his- 
toric house venue; ana 30 more 
rooms plus a conference smte 
have opened at Brooklands 
Grange Hotel, a restored Jaco- 
bean manor. 

Another significant moves 
the development over the next 
18 months of a 200-roo m all - 
year-round management train- 
ing complex at RadcUffe 
House, part of Warwick Uni- 
versity. 

Coventry’s tourist attrac- 
tions are employed to the fell 
in the campaign to market the 
city’s merits as a conference 
venue. Special packages, too, 
are on offer, such as mediaeval 
banquets, country house week- 
ends, hot air ballooning fol- 
lowed by a champagne lunch, 
and even a murder weekend. 

And for executives who want 
to keep their noses close to the 
grindstone, the dty offers a 
programme of tours around 
some of the best-known local 
fectories - Massey-Ferguson’s 
tractor plant, for example. Peu- jft 
geot-Talbot’s car factory or the 
Carbodies plant that turns out 
the famous black taxL 
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The best way into 
Europe is via Coventry 


The Single European Market, the crumbling barriers between East 
and West, the ever-increasing demand for a skilled, adaptable 
workforce -is your company in a position to take advantage of these 
and other opportunities? ■ 


Coventry Technical College has already helped many international 
clients such as 
• . Rolls-Royce 

• Jaguar 

• Massey Ferguson 

with tailor-made, business-orientated training packages. 

The College has already established partnerships with a variety of 
European agents to setup training in the 

• entrepreneurial 

• managerial 

• and technical skills 

so essential to meet the challenges of the 90s. From Athens to 

Warsaw, from Bremen ^Budapest - the vision of pan-European 
training is quickly becoming reality. 

So whether you are interested in the opportunities opening up in 
continental Europe, or in inward investment into the UK, if you are 
aware of the crucial need for quality training, you should talk to Andy 
Matchet at Coventry Technical College, The Butts, Coventry CV1 
3DG f England. (Tel: 0203.257221 ; fax 0203 5201 64.) 

1992 - indeed, the next century - is almost upon us. Make sum 
you are prepared. 
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Ban on drinking uvcity centre streets 

A measure? of success 
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Lager louts. 


*110 alcohol” slgn ln Covantry's cIty 


COVENTRY IS no slouch when 
It comes to Innovation, but 
even local eyebrows were 
raised in November 1968 when 
the city became the first -in' 
Britain to ban drinking jn the 
streets. 

Bold though the move may 
have been, however, it is now a 
widely welcomed feature of 
city life and seems to have 
secured most, if not ah, of the 
objectives it set out to achieve. 

The ban, in fact, is naWlwr 
ie universal nor permanent. It 
was introduced for an experi- 
mental period of two years and 
covers only the centre of the 
city - in other words, the rela- 
tively area within ty 

ring road, comprising the shop- 
ping precincts theCathe- 
draL 

Under a by-law a pproved hy 
tha TTnma Secretary, drinking 
in public within area — ■■ 
other than in licensed premises ‘ 
— is famial. Anyone caught 
drinking alcohol out- of doors, 
and refusing to stop when told, 
is liable to prosecution and a 
One of up to £100. 

At the time the ban was 
introduced, it looked like a 
knee-jerk reaction to worries 
about a nationwide spate of . 
drink-related . lawlessness - 
which had just given birth to a 
new stereotype: the lageir lout. 

Its origins* however, went 
back much .{farther to an imagL-. ■ ■ 
native package of measures 
drawn up by the dty council in 
an attempt to tackle localjinib- 
lems of alcohol abuse. 

Many of these me asures — 
involving schools, welfare 
agencies, businesses and the 
courts - were intended :> to 
address the causes of problem. 
drinkings bub-the Meaundariy 1 .*■ 
ing the by-law; was to extinp; 
guish one of its more obvious 
symptoms: groups of youths 
drinking from In city cen- 
tre shopping areas, particu- 
larly during pub closing hours 
in the afternoon. 

The dty council argued that 
this type of drinking frightened 
shoppers away and led to 
drink-related crime, further, 
the. sight of tramps and wines 
tarnished the city’s Image in 
the eyes of business visitors 
and the large numbers of tour- 
ists visiting the Cathedral. 

The Home Office had reser- 
vations over the proposed ban. 

It pointed out that other laws 
provided remedies against 
drunken and disorderly behav- 
iour, and it was warned that 
the ban could be construed as 
an infringement of the rights 
of peaceful outdoor drinkers. 


Coventry, however, argued 
that d* .threatening behaviour- 
of -'-noisy drinkers was depriv- 
ing vulnerable people the 
elderly, and people with young 
rihiidran; for. example - of 
their civil Hberttes hy prevent- 
ing them from going where 
they wanted to go. 

The Home Office therefore 
decided on a two-year experi- 
ment to test whether the ban 
could be enforced without 
being oppressive and whether 
it was effective in controlling' 
file perceived nuisance^ It sub- 
sequently gave the green fight '. 
to similar experiments in other 
local authority areas Bath, V. 
Bestmoral (Cornwall), Bush- 
moor (Hampshire), Scarbor- 
ough, Stockton-on-Tees and ' 
Chester. 

The results in Govenhylmve • 
so for been favourable, hi July \ 


There has beenrdady 
comptiancefromOie 
majority of icily users 


last yaar the Haute Office pub- - 
WtdiBil flw. flndrrij na nf a survey ' 

carped but just. before the ban - ; 
came into effect. Of the- 14900 
city centre users interviewed, 
heady 90 per cent thought the 
ban was a good .idea. . 

•Hie survey «i«o showed that 
more than: hittt the respafadeata 
saw poMhx drinkers as a 


lem and that neariy-t 
said they sometimes avoided 
the city centre aftogetber.as a 
precaution against crime mid. 
disorder. . : j 

^Clearly; then, -the ban was 
■popakwahti -went maw. ~~ 
to wardB ' irfoetfoH S peree 

need, ft has also proved easy to ' 4 ‘riad about: ft was the gangs cf 


for. the rationale for the ban 
w as undermined by the intro- 
duction of all-day opening for 
pubs, which came at about file 
saute time. 

- Nevertheless, Superin ten 
‘ d e"* Mftw Bromwich of Coven- 
try iKdlce welcomes the experi- 
ment, saying it has- helped to 
malm the ray centre a more 
it place while proving 
self -policing. 

Qiw iqampip he of the 
ban’s effects is the annual 
■i mw carnival In city cen- 
tre, -when the combination of 
the. festive atmosphere and 
excessive alcohol consumption 
.has a tendency to produce vio- 
lent results. 

‘Historically, you could 
recktm on 30 to 40 people being 
arrested for drink-related inci- 
dents in the streets an carnival 
day,” says Supt Bromwic 
“but last year there wasn't a 
single arrest" ft was a rimflar 
story at Christmas and New 
Year, headda. 

The ban has not beenapan- 
: acea for all Coventry idly: cen- 
tre's drinking problems. As 
Supt Bromwich: paints cat, ft 
has had no-dbcenifble fi™* 
on the problem of the late- 
id04 vkdence foat^'too often 
.accdmntoiida closing-time at 
the city centre’s pubs and 
'dubs.', • 

' Mr . Lomas, too, acknowl- 
edges, that to some extent the 
ban has not s toppe d wfnoa and 

tTBHipH -'IHim JnhHtlg ] ft p pub- 

He, but instead simply relo- 
cated: the problem to small 
parks, just outside the fringes 
of the city centre. 

1 Stfll, tt would seem un&lr to 
criticise the experiment too 
heavily on tWa^cw^Aa Mr 

nuen. umam %e%ere wor- 


enforce, apparently meeting 
with ready compliance team 
the overwhelming nufority of 
dty users. 

Mr Ken Lomas, director of 
the council's property services 
department, says only 31 peo- 
ple have had to be warned to 
stop drinking' «dnce the' ban 
was introduced, and, as of these 

reponded willingly. Of the six 
cases repeate d ' for prosecu t ion, 
three have been heard, result* 
ing either in small fines or 
referrals to an aJktehnl advice 
centre. 

Credit for the high compli- 
ance rate mnst go in large part 
to Coventry City Council, 

which took pwtiwifajrtng flf fn r tai 

to publicise the ban before its 
introduction - though it is 
also tempting to specub e how 


with their packs of 


wfao were up s atfln g the 
people in the city centre. In 
st rippin g than of the p latfor m 
on which they like to perform, 
toe- bah has been a 100 per cent 
success.” ••• • 

The experiment has also 
been applauded by Mr John 
Fatten, Borne Office Min i st er 
of State, who said in answer to 
a parliamentary question in 

January, that the tnfarmatfnn 

available so for suggested tt 
was faring “-extremely weH." 

On that basis, the day -when 
an experiment dreamt np in 
Goventry becomes a perma- 
nent feature -of the nation’s 
statute ' bocks may not be for 
array. 

Richard T< 


IT WAS in 1959 that North 
America’s first community 
leadership programme was set 
up in Philadelphia. Thirty 
years later, having spread 
across the US, the idea has 
Crossed the Atlantic to arrive 
in- Coventry. 

The purpose underlying 
these projects Is to bring 
together emerging leaders from 
different . parts of. the 
community and show them 
how they can work together to 
make their town or dty a 
better plant*. 

The theory Is that most 
cities simply do not have 


even ■ 

the knowledge 

to enable them to 
the best decisions for the 
community as a whole. 

In the US, one factor that 
gave birth to the concept was 
the race problems of toe 1960s 
which emphasised the need for 
better understanding between 
different sections of the 
community. Another was the 
trend towards corporate 
integers, which stripped many 
towns and cities of local 
business leadership b y 
transferring executive jwwer to 

lUnt n nt hnaili pi nrtawi 

The US schemes have 
prottferated to ft* flmt 

there is now hardly a large 
town or .dty without one, and 
are gronped together 
the National Association 
of Community Leadership 
Organisations. 

The idea was bro ugh t to the 
UK fay 31-year-old Ms Julia 
MMdiwtnw, a former employee 
relations consultant who had 

aartter Hw He ad Start 

programme for training 
unemployed young ste rs in the 
fanAf dties. 

Inspired by tales of the US 
expo rienc e of ^ co m munity 

vStoehe^S^S^OWwOTto 
of start - up finance from the 
Government's Action for Cities 
•gramme and private 
she Bet up C ommon 
Purpose as a nonprofit-making 
UK version of the scheme last 



Jenny Talbot, Coventry programme director. Com m on Purpose 

COMMUNITY LEADERSHIP 

Common Purpose is seen 


Two experimental 
p rogr am mes have so far been 
established nMw the Common 
Purpose banner: one In 
Coventry and the other in 
Newcastle-upon-Tyne. Another 
three - in Bradford, Islington 
and' Swindon - are due to 
follow in October. 

Participants in each 
prog ramm e are drawn from as 
wide a range of backgrounds as 
possible, to reflect the diversity 
of. the efty’s community. They 
are usually 8045 years of age 
and working in a paid or 
voluntary capacity: but the 
most important criterion is 
that they must be seen as 
Involved in 
that have an 
on Ob in the dty. 
nfry would not data to 
“hav&~ l a6zdavbd" 'a perfect 
ah&bfinttfori oTpdti&iHaftsfar 
its first programme - -only 
eight of the 80 are women, and 
there is no one from the trade 
union mo v eme nt or the arts. 
None the less, they represent a 
broad spread of interests: local 
government, the police, the 
health service, education and 
the church, aa well as local 
companies such as GEC 
Plessey Telecommunications, 
Jaguar, Goventry Cable, the 
Coventry Evening Telegraph, 
Bover and Peogeot-TalboL .. 

At the beginning of the 
prog ra mme last October, each 
pa r ticipant paid a £600 coarse 
fee winch Us or her employer 
was expected to provide. They 
then -joined a 10 -month 
programme, now half-way 
through, which of an 

opening two-day residential 
seminar at a local hotel 


followed hy one day a month cf 
intensive, 12-hour sessions 
co verin g key issues In the city. 

The first month's session, for 
gvwpb*, covered government 
structure and issues; the 
unwind month’s Was erhtw and 
justice; the third, housing and 
environment; and the fourth, 
qrnttty of life. Topics to be 
covered over the remaining 
five months are education, 
health and social services, 
economy and employment, 
image of the dty, and people 
and potential. 

Typically, a session will 
consist of an address from a 
keynote speaker, a division of 
the group Into case study 
syndicates, site visits, ferther 
work In syndicates, feedback 
from expe rts in the field, and a 
flrmi discussion. 

There are also extra* 
curricular visits which 
participants can join on a 
voluntary basis. In C oventry. 
these have included a visit to 
Long Lartin maximum security 
prison, a visit to a football 
notch, and a tour ef duty with 
tiie police at cinrfng time in 
the city centre’s pubs and 
dubs district. 

Miss Jenny Talbot, the 
Coventry programme director, 
calls Common Purpose an 
education and information 
programme. Its aim, she says, 
u to raise people’s aw are ness 
. and; get tin*™ to step fntn other 
^people's shoes ;far"a whUe In 
the hope that’ wbein they come 
to take ded shins within their 
own organisations, they will 
make them with a better 
knowledge of other people’s 
needs. 

A small example* says Ifiss 
Talbot, came during . the 
s essi o n 'on housing and the 
environ jnrait when the group 

visited a project for single 
homeless people. They 
discovered that the project 
could make use of office 
furniture which 'was being 
discarded hy GBC Plessey 
T eleco m munica tions. 

One possible criticism of 
Common Purpose is that, 
unlike other charities with 
objectives such as 
money to achieve some 
goal, its underlying purpose is 
sometimes hard to grasp. With 
objectives so nebulous, how is 


to measure the 
s success? 

Miss Talbot acknowledges 
the difficulty. Ultimately, she 
says, the future of the scheme 
will -rest on the verdict of 
others: tt will continue and 
grow only as long as «wngh 
sponsors are willing to back tt 
and enongh leaders come 
forward to take pert 

But even now, she says, at 
this early stage of the pilot 
p rogramme, it is possible to see 
results coming through. She 
c it e s a visit during the se cti on 


on quality of life, which looked 
at the extent to which different 
sectors of the community had 
access to sport, art, leisure and 
culture. 

“During the session we had a 
visit to an unemployed 
workers* project," she says, 
"and one of the guys from the 
private sector came back 
saying he didn’t know how to 
describe the experience. 

"He’d read about 
unemployed people, he’d heard 
how they struggle, but to sit 
down and spend an hour 
taOting to somebody who was 
able to articulate the dire 


str aits that people are in when 
they are unemployed, the 
downward spiral they go into, 
had actually made a difference. 

"If that mwmg when he goes 
back to his company he 
decides to implement a policy 
that makes it easier to bring in 
unemployed people, to 
Introduce some form of 
training or to look slightly 
differently at taking 
unemployed people on board 
within the organisation, then Z 
think Common Purpose will 
have been wrath ft.” 

Richard Tomkins 


Concrete burden 


Continued from Page 4 

ducers. The dty centre laded 
a range of buildings i n all 
sorts of conditions - from 
pristine to derelict - which 
would encourage entrepre- 
neurial activity. The principle 
of zoning should be abandoned 
so that, for instance, the Poly- 
technic campns could be 
opened up to a wide range of 
uses. And the city centre 
should be encouraged to spill 
over (or under) the ring read 
at Spoa End, Hlllftelds, Gos- 
ford Street and so on. 


One sficuu* r— i- — ■ 

during the Ecstra mee ting Is 
to create a ready-made Covenr 
try conference centre by 
annexing two disused baud* 
jugs - the former Cannon Cto* 

ema near the Leofrlc Hot el and 

the former Coventry Hientre 
near the De Vere Hotel - to be 
restored In parallel with hotel 
improvements and mark eted 
as a package. This btaBne 
with a city council initiative 
which took a redundant dance 

hall and conve rted it into the 

new central library. 

Mr Bill Rogers, secretary of 
the Coventry Society, believes 
that the council is not on the 
whole improving matters. It 
“lost a great opportunity” 
with Cathedral Limes, the 
shopping precinct undra devel- 
opment in the heart of tte dty 
between Broadgate and the 
cathedral area. Mr Rogers says 
Ms society wants a scheme 
which would open the area up 
rather than fill it fn> 

He cites the new mirror 
«»»««« Friars Tower office nioca 
as an example of the way 
major building seen* to hap- 
pen In Coventry wttaoutron- 
saltation, and adds ruefully 


that fat SO years of 
the society has never been 
invited to meet the council in 
an exchange of id e as. 

- That criticism Is. not 
accepted by Mr Michael Teger- 
fflns, the city's head of design 
services, or Mr Roger ArUdge, 
its chief architect They say 
that Cove n try recognised the 
need to brtng-a variety of new 
uses to the dty when formalis- 
ing the central area local plan 
In 1986. And thane have been 
public consultations last 
spring and summer. 


Will Coventry ever 
itself from file concrete burden 
adopted with such conviction 
40 yean ago? The feet that the 
city owns most of the precinct 
area does not help. Shops were 
offered 125-year leases and 
wririiBil tan i mM ha rowjllwf. 


Today, raising 
finances far such 


ifslic 

its 

all but tmpossfh& “WMehevex 
way you look at it, we are con- 
strained by developers,” sug- 
gests Mr TegeriOne. 

Iatredncfanc the- 1945 exhltd* 
tfton, the Mayor of Coventry 
wrote of fa vision not of a 
dream dty but of practical 
accomplishment and opera? 
Hmal usef nlnBga. catering for 
the needs of a new rising dem- 
ocratic generation.” ^That gen- 
eration has begot another 
whose needs are sBghfiy dif- 
ferent; the practical accom- 
plishment remains. As the bro- 
chure puts it elsewhere: 
“Posterity will judge , whether 
wise sdutions were found.” 

Robert Waterhouse 


C/NDERNEATH THE WORLD’S MOST 
LUXURIOUS DESIGN FLOORS 
LIES 25 YEARS 

INVESTMENT IN COVENTRY. 


Since 1965, The Amtico Company fume been 
inv esting in Coventry. Nam mth world leaders in the 
manufacture of luxury design poors. 

hi the last 3 years alone, we have spent £11 million 
. building a mem factory which has doubled our capacity 

• ’• ^ ,‘i^ewd g*n*nitffl'a la?ge manber affobs 'Si ike area. - 

• . •; ' 7 . ./ll Ms kind of commitment to irmestmeni that 

has brought about oar top lead success. Not only do we 
bane a leading position in the UK. market, but a high 
Profile in 26 other countries. 

We*re also one of the fastest growing companies 
within the CourUndds group. 

The Amtico Company A worldwide success st/ary 
with fo u nd a tions in Coventry. 




Works of art you can walk on. 


COURTAULDS 

The Amtico Company limited. Head Office and Factory; Kingfield Rood, 
Coventry CVS 5PL.TH; (0203) 665615. 
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For an information pack oh business opportunities in Coventry call Joanne Lewis. 


Coventry 


coratraY 

INVEST IN 
SUCCESS 


Department of Eiconor 
Ccventn./ CVl 2FY Tei: ( 
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Tokyo cdri alnribst 


the strairt bf a turmoil 


was a; rige in interest 

rates, says Stefan Wagstyl. In the “ 
short term, investment overseas - > 
may be slowed, but in the long - 
term the Japanese are regaining 
their zeal for foreign securities- 

So far, it’s 
not a crash 


XN THE 1980s, the Japanese 
financial markets sometimes 
s eeme d to defy gravity. The 
start of a new decade has 
brought Tokyo back to reality 
i with sharp falls in stocks, 
AM bomb and the yen. 

Japanese investors -have 
been scurrying for safety, 
touched by the same mood of 
uncertainty which gripped 
New Yack mid London in Octo- : 
her 1987. The Ministry of 
Finance and the Bank of Ja pan 
are arguing openly about how, 
to restore confidence in the 
currency. Repeated interven- 
tion in the foreign exchange 
market tolled to prevent the 
yen tolling below Y150 to the ‘ 
US doDar for the first time In 
more than a year. - 
“Everybody feels a Mt shaky 
about shares, bonds and the 
currency," says Mr Tun Kusu- 
kawa, deputy president of Fuji 
Hmk. • • 

Nevertheless, people are feel- 
ing shaky within narrowly 
denned limits. There is none of 
the cataclysmic concern about 
the fixture of the economy 
which characterised Wall 
Street in late 1987. There are 

no fairs nff fanwfaiwit hu n knipt . 

dee or mas&diKmfatCTia among 
financial companies. No 
thought of a posable Japanese 
Dread Burnham Lambert. 


The Nikkei index has toDen 
shout 15 per" cent since hitting 
a record high : at the end of 
December. Same stoddnokers 
believe it could toll further,' 
pediapsby another 10 percent. 
This will hit the profits of 
finahrfai companies and cut 

ftiwl ■ TnjTnH^/ rrs^ 1 T rtllTIW Slll^ : 

so tor; it is not a crash. The 
Nikkei is back only t<* last 
summer’s level. MrNobho~ 
Xnoue, general manger in the 
nlanzdnsr department of Yamal- 
chi Securities, said: < Tfthis had 
happened 10 years ago. every- 
body would have been very 
nervous. Now they*re nut" 

Political uncertainly at home 
and' abroad has undermined 
international , confidence In 
Japanese markets. Mr Toabfki 
Haifa, the prime minister, haw 
his power rfrcmnacrfbedby the 
elders of the ruling Liberal 
Democratic Party, despite bis 
contribution to the party’s vic- 
tory In the recent gaieral elec- 
tion. . Overseas, Japan faces 
increasing .-difficulties in its 
rriaticzui with the US. ; 

However, the root cause of ; 
the turmoil in Japan’s markets 
Is a riu in interest rates. Japa- 
nese short-tom rates began to ' 
rise last year, in response to 
increases in the US mid West 
Germany. But .long-tom rates 
in Tokyo only- succumbed to 




the p ressu r e early this year, 
when the yield on the 10-year 
benchmark government bond 
eoaced .from 5.5 per cent to 
over 7 per cent recently. 

.' Tokyo is suffering from, tears 
of the noesfole i m pact - on infla- 
tion of the excess money 
pumped out in.tha latter 1980s 
by the Bank of Japan in order 
to keep the yen down , against 
the dollar. This cash h e lped to 
boost stock and land prices to 
their current high levels. Now 
that thft central bank to ♦ y yi y| g 
to restrain the money supply, 
investees are not surprisingly 
experiencing a touch of ver- 
tigo, 

Tokyo can almost certainly 
cope with the strain. The Japa- 
nese economy is _ slowing down 
slightly, but should stQl record 
an. increase of 4 per cent in 
GNP this year. Japanese finan- 
cial companies are sftthig on 
the «* hm i ih i 1 iHwI p rofit s of five 
years of booming markets. 
Nomura Securities, the biggest 
stockbroker, is expected to 
announce record preta x p r ofit s. 
. of YSOObn for the year ending 
this month, crossing, the 
YSOObn for the first *hne 

• fnr any Ihurial Bnmp wi y . 

- The . value of the Tokyo 
stockmarfcet is the biggest in 
file world, at about Y5S6,000biL, 
but is only about one third of 
the total WiwtmM assets of 
individuals and corporations 
rwbteh totalled Yl^OO.OOOhn at 
the end of last year, as calcu- 
lated by Nomura. Financial 
institutions have, since 1985, 
doubled the proportion of their 
tomb invested m equities, but 
the figure is still just 9 per 
cent 


■ ON THE Tokyo markets, a new decade has brought 
a return to reality, though there has been none of the 
cataclysmic concern for the future that characterised 
Wall Street In lata 1987. □ LEFT: A. foreign exchange 
dealer Rashes a sign, sending orders, as the key 
Index on file stock e xc han ge plunges. □ CENTRE: 
Anorther forex dealer spreads his arms during frantic 
currency trading. □ RIGHT: A Stock dealer falls on Ms 
face over a table after a period of frenzied trading at 
fie Tokyo Stock Exchange- 
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Japanese companies may 
now find it more expensive to 
raise funds in the capital mar- 
kets. In the year to last March, 
they raised Y17,088hn, needy 
six times more than in 1965. 
Manufacturers may be forced 
to rely more on debt once 
more, but have a coanfortahle 
cushion of equity in place - 
the ratto of equity to assets has 
risen from 20 per cent to more 

thaw 30 pep want tn the lagf 10 

years. 

Turmoil in Tokyo may, in 
the short-term, alow Japanese 
investment overseas, but it 
may eventually accelerate the 
flow as Japanese fond manag- 
ers may find added reason to 
invest abroad. In the past year, 
Japanese investors have recov- 
ered their zeal for foreign secu- 
rities, which was dampened in 
fixe wake of October 1987. 

Last year, net purchases of 
securities overseas totalled 
SUBbn, against $87bn In 1988. 
This Mnrtwj a sharp increase 
in the buying of equities, from 
$8bn to U7-9hn, reflecting a 


new confidence among Japa- 
nese fund managers to diver- 
sify their holdings. Interest 
should persist, with investors 
keen to buy European stocks 
to profit from the economic 
integration of the European 
Community and the recon- 
struction of eastern Europe. 

According to Dalwa Securi- 
ties, Japan’s net external 
assets, which stood at $290ba 
at the end of 1988, could reach 
d,000bn in the next decade, 
»wd yield annual returns of 
over flOObn, fin: above last 
year's trade surplus of f6£4bn. 
The focus of international ten- 
sions over Japanese economic 
power could Increasingly whtft 
from trade to investment The 
concerns voiced in the US 
about the sale of Japanese 
acquisitions could easily get 
worse. Japanese companies are 
acutely sensitiv e to charges of 
bring over-aggressive, partied- . 
lariy with direct investment 
They avoid hostile corporate 
takeovers and seek foreign 
investment partners. 


Nevertheless, the focus of 
Japanese investors’ attention, 
even after the recent upheaval, 
will be Tokyo. Mr Koichi 
Kimura, deputy president of 
Daiwa, said in a recent speech 
that like US investors and 
unlike British ones, Japanese 
institutions do not need to 
diversify fully overseas 
because of the “gigantic” 
domestic markets. 

Given the willingness of Jap- 
anese to save, and of Japanese 
industry to invest, these mar- 
kets should co ntinu e to grow 
rapidly in the 1990s. Japanese 
households continue to save 
about 15 per cent of their 
income. 

One of the fastest-growing 
areas will be pensions, as the 
way people save for old age 
becomes more institutional- 
ised. Japan now has some 
jgoobn In pension funds, the 
US $2jOO0bn. h 10 years, the 
Japanese total could reach 
fLSOObn, according to Daiwa 
Securities. 

As wril as growth, there will 


•It's like being 
squeezed Into 
a can for 
several weeks...” 

□This was a former trainee’s 
description of his first month's 
experience at a Japanese 
securities company - see 
page 12 of tfi la survey 
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he more fiwnwnini dereg ulation 
The Tokyo Stock Exchange 
and the newly-established 
Tokyo Financial Futures 
Exchange axe considering new 
futures and options products. 
The liberalisation of interest 
rates, which began in 1979, last 
year finally reached t he rngr| In 
the street with the lowering of 
the minimum Hmit on money 
market certificates from YlOm 
to YSm. This April it will tell 
to Ylm. 

Deregulation and growth 
have brought new companies 
to the foie - leaking and con- 
sumer credit companies are 
competing in the retail finance 
market with old-established 
banks. In securities, foreign 
stockbrokers are influencing 
the investment habits of Japa- 
nese fund managers, encourag- 
ing more research-based stock- 
pf eking, for twramp lft- 

However, there are signs 
that the LDP’s political trou- 
bles could slow the pace of fur- 
ther deregulation, above all in 
the sensitive matter of the bar- 
riers that divide Japanese 
ftnaneiai companies, particu- 
larly Article 65 of the Securi- 
ties and Exchange Law which 
keeps banks out of securities 
and stockbrokers out of bank- 
ing. Stockbrokers concede 
sane kind af reform will even- 
tually take place, but hope it 
will not be for at least two 
years. The banks curse the 
delays. 

For foreign companies in 
Tokyo, the chief recent regular 
tory advances have been in 
fund management, with the 
winnin g of permission to com- 
pete in investment trust and 
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Leasing . 8 

Foreign banks and 
securities companies — ...9 
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Corpor ate finance .. 12 

£Moriai moducuoK unto n m m 

corporate pension fond man- 
agement . 

However, the thrust of the 
attack from the US, Japan’s 
most powerful foreign critic, 
has now turned from narrow 
issues of market-access to 
problems caused by more 
broadly-based advantages of 
Japanese companies. These 
include the access which Japa- 
nese banks enjoy to low-cost 
deposits, and the exclusive 
nature of relations inside large 
corporate groupings, or kei- 
retsu, which outriders find 
bard to penetrate. 

These complaints cannot be 
settled quickly like the issues 
of the past by r ewritin g a rule- 
book. They require nothing 
less than a transformation in 
Japanese business practice. 
Moreover, even if this transfor- 
mation were to happen, it is 
not clear whether foreign com- 
panies would benefit - for 
example, a reform of links 
inside kelretsu may simply 
make Japanese industry even 
competitive than it already is. 

Despite the gripes, some 
groups are making a bigger 
success out of Tokyo than they 
want to admit Fbreign securi- 
ties companies, which fought 
hard to win seats on the Tokyo 
Stock Bmhang B, have reported 
increases in mar ket share »nd 
profits. Although some have 
been overdependent on a tem- 
porary boom in warrants trad- 
ing, others are bufbUng broad- 
based businesses of sufficient 
reputation to attract recruits 
from top Japanese universities, 
including Tokyo University. In 
Japanese terms, they have 
axnved. 


A //ctr industry ts gro/ei/tg up art mud in restore'' urgent 
needs for (as!, tier urate and syslemaiizei! management af financial data. 

U bat iamafehi calls 

Financial Science 


Integral- 25 




< » •rpor.nc I in am . M. ut. m< m MOs. \ \J\Kt*r\ ''cr\kc- 

Xch Products f ijf'ormalion .Services Investment Aclvisorv 


One thing is certain with today’s computerized markets and global 
communications systems: analysts and investors can ho longer rely on 
analysis tools created for an earlier, more leisurely paced era, 

Yamaichi Securities Ca, Ltd. has tong believed that accurate and timely 
information is its most valuable product, lb help diems keep up with the 
seemingly exponential growth of market data, the flan has created the 
world’s first integrated information system focused exclusively on the 
financial sector: 

Integral-25, and the In t egrati ve Series upon which it is based, axe 
Yamaichj’s latest advancements in financial info rmation systems — and the 
beginnings of a new range of information services: Financial Science. 


The latest financial theory plus 
high-speed and efficient computer 
processing. 

Yamaichfs Financial Science is 
grounded in the most advanced market 
theories and computer technology. 
CAPMD (Capital Asset Pricing, Multiple 
Dimensioned) was developed by Global 
Advanced Technology Corporation 
(GAT), a New \brk-based company 
co-established with Ihmaichi in 1967. 
CAPMD combines the outstanding fea- 
tures of CAPM and APT, yet remedies 
their deficiencies and incorporates 


multi-variable analysis. The AR (Arbitrage 
Free Kate Movement) model prorides 
an Integrated framework for pricing all 
types of fixed-income securities and 
. derivatives, such as mongage-backed 
securities, CP, loans, Treasuries, futures 
and options, 

Tb provide a near-real-time response 
to changes throughout the world's 
markets YSanaichi employs proprietary 
high-speed processor circuitry; 

Wukfog W0 times foster than ordinary 
PCs, this state-of-the-art processor 
enables users to evaluate changes . 
rapidly. 


Integral -2 5, the world’s first 
integrated w«mwHat infrarmatloii 

System, 

Global investors need at least some 
combination Of nu » l ri- rilmffnslrmal anal- 
ysis of data, precise risk management 
capability and the support of an inte- 
grated Infhmwtjon^itheri ng system 
with high-speed processing capabilities, 
before they can begin id keep abreast . 
of markets. 

- Integral-25 is a powerful, modubu; 
PC-based super network incorporating 
ail of Yamaichi'g Integrative Series prod- 
ucts, a global market information, system 
and other existing software. It inte- 
grates decision-making support, market 
information, position management 

and trading ; functions. 

The ability to follow every finan- 
cial instrument on every market 
for effective asset management. 

The Integrative Series is a set of 
powerful, stand-alone functions design- 
ed to aid asset allocation Into global 
markets and currencies, securities anal- 
ysis and evaluation, portfolio manage- 


ment, risk management, hedging and all 
other operations necessary for effective 
asset management It provides greatly 
enhanced decision-making support, 
based on faster, more comprehensive 
processing Of i-gsenrial data. 

The Integrative Series consists of the 
following 13 systems: 

■Inugratfae Asset Allocation System 

■ Integrative Bond System 

■ Integrative Convertible Bond System 

■ Integrative Data Base System 

■ Integrative Expert System 

■ Integrative Bo rex System 

■ Integrative Index System 

■ Integrative Money Market System 

■ Integrative Option and Future System 

■ Integrative Position Management System 

■ Integrative Research System 
■Integrative Stock System 

■ Integrative Trading System 

Yamaichi Group companies provide 
asset management services based on 
these systems. Hero is a description of 
some of the notable examples. 

ISS (Integrative Stock System) is based 
on the CAPMD model. ISS enables multi- 
dimensional analysis and construction of 
optimized portfolios of individual stocks. 
Vbmairhi employs ISS in its index-linked 
portfolio services to manage more thor- 
oughly anticipated risks. While carefully 
weighing a variety of possible portfolio 


strategies, investors should be able to aim 
at investment performance that exceeds 
the TOPIX. 

IKS (Integrative Expert System) has 
been developed as an application of the 
so-called fuzzy process of computer de- 
cision making, which more closely mimics 
human reasoning In formulating its mar- 
ket timing recommendations, IES applies 
numerous rules and inductive reasoning 
as well as the combined expertise of pro- 
fessionals. With IES, Yhmalchi can judge 
die best timing of investment following a 
change In the market. Yamaichi anticipates 
enhanced performance employing IES In 
conjunction with ISS. 

This has been only a brief Introduc- 
tion to Yamaichi ’s asset management 
services, now supported by the world's 
most sophisticated financial data system, 
in the process of world market integra- 
tion, the need to analyze information 
and respond on a global scale is be- 
coming vital Yamaichi is committed 
to developing the most advanced finan- 
cial technologies possible in meeting 
the full range of customer needs, from 
financial advice to M&A and general 
information and analysis. 

Contact your nearest Yhmalchi office, 
worldwide, for more information. 


A leader in Financial Science. 

® YAMAICHI 

T SygT YAMAICHI SECURITIES 
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JAPAN IS in much, tiy* «fim» 
position now as the DS was in 
the 1960s. That was a t i ma 
when US money seemed to be 
ruling the world. The major US 
money centre banks were all 
powerful, and there was ah 
increasing public outcry as 
their multinational clients 
appeared to be threatening to 
boy op corporate Europe. 

Before Toyota, there was 
Ford and General Motors; and 
before Sony there were compa- 
nies like General Electric mid 
IBM. Bank of America, Chase 
Manhattan and First National 
City Bank once seemed as 
important as the Industrial 
Bank of Japan. Fuji Bank and 
Snndto. Now, d is Japan Inc’s 
tom to be on fcop of the world. 

The furore caused by the 
Japanese p urchas e of a New 
York landmark, like Rocke- 
feller Centra, is not much dif- 
ferent from the fUsg that was 
created by the Arab dl money 
that poured into prestigious 
properties in London’s West 
Rwi dozing the 1970s nil price 
crisis. It is yet anther symp- 

' liMii of Jfspsn's ffniorg miiM 88 

the world’s biggest creditor 
nation. 

It is invest in g around gLSObn 
a year overseas, of which a 
third is direct investment Its 
net external assets have risen 
25-fold over the last decade, 
and they sh o"^ double again, 
to fTDQbn, over the next five 
years. Dr Kenneth Courtis, 
Deutsche Bank’s senior econo- 
mist in Tokyo, argues that, by 


Overseas investment: the world’s biggest creditor stands . . . 

Where the US used to be 


the end of the decade, Japan 
could have net external assets 
of aSMMObn. 

The pool of money available 
is not going to shrink sud- 
denly,” says Dr Courtis. 

Japan’s current account sur- 
plus will remain qtdte strong, 
domestic savings are not going 
to collapse, corporate liquidity 
Is robust and Japan’s public 
finances are moving into sur- 
plus. The inflated values of the 
Japanese equity and real estate 
markets mean that there is a 
continuing incentive for money 
to flow overseas. 

Meanwhile, fears about 
growing protectionist senti- 
ment in many of Japan’s major 
overseas markets is encourag- 
ing a rush by manufacturing 
companies to set up local pro- 
duction frirrmties. The Ministry 
of Finance has estimated that 
Japanese direct Investment 
overseas in the year to end 
March wQl have grown by 30 
per cent to $60bn, which la 
equivalent to Japan’s trade 
surplus. Foreign direct invest- 
ment is now growing at a fas- 
ter pace than US direct Invest- 
ment in Europe in the 1960s, 
says the Nomura Research 
Institute (NRI). 


The rapidly changing finan- 
cial fortunes of the world's two 
biggest economic superpowers 
has been quite dramatic. Little 
more than a decade ago, Amer- 
ica’s net external assets of 
$70bn were more than three 
times the size of Japan’s. 
Today, the US is the world’s 
biggest net debtor and its defi- 
cit is expected to rise, to 
fLSOObn by 3995, according to 
NBI forecasts. It is not surpris- 
ing that Japan’s rapidly grow- 
ing wealth is already causing 

frictions. 

Humours that the Japanese 
are not going to make their 
regular appearance at the 
quarterly US treasury bond 
auctions is enough to send US 
share prices tumbling. When 
Europe wants money for major 
infrastructure projects, like the 
Eurot unnel, it is the Japanese 
banks that have to be kept 
sweet And when the West Ger- 
man stock market took off ear- 
lier this year, it was Japanese 
buying which was behind it. 

Japanese money Is making 
its presence felt in all sorts of 
ways and it is not always com- 
fortable. US newspapers have 
been running public opinion 
polls, asking which is the 


later threat to America, 
met ■ military might or 
Japan’s economic strength? 
And Mrs Carla JEDEOs, the US 
trade representative, has 
described the recent US acqui- 
sitions by Sony and Mitsubishi 
Estate as ’Dad strategies'. 
Clearly, both sides have to 
tread carefully. 

Japan's Real Estate Compa- 
nies Association is framing vol- 
untary guidelines, in order to 
prevent its members’ foreign 
investments from wmiafag fric- 
tion and nd wnalw T rt a ndt oigs in 
places Hke Sydney and Hawaii. 
The Foreign Ministry is trying 
to head off the rising xenopho- 
bia In Washington, and Japa- 
nese companies are so sensi- 
tive to the growing trade 
frictions between the two coun- 
tries that fire last thing they 
are going to do is launch hos- 
tile tak e o v er for US com- 


But, despite all the belliger- 
ent noises, America stiU needs 
Japan’s money. And while it is 
the mega-investments that 
catch the haadBnea flu steady 
diversification of Japan’s exter- 
nal assets is likely to continue 
to proceed in a less controver- 
sial manner. 


Until i960, tight curbs on 
capital movements had the 
effect of blocking most foreign 
investment fay Japan’s portfo- 
lio managers. However, the 

rules have been greatly liberal- 
ised, and Japanese life insur- 
ance companies ran now invest 
up to 80 per cent of their assets 
in foreign markets. The post 
affice-bas been authorised to 
invest up to 10 per cent of its 
money overseas. 

Despite this increased free- 
dom, Nomura estimates that 
foreign securities stHl only 
account for 4 per cent of all 
outstanding assets held by Jap- 
anese financial institutions, 
and this percentage has been 
relatively stable over the last 
couple of years. One of the big 
problems is that there is a 
shortage of good international 
money managers among the 
Japanese institutions. This 
explains their conservatism. 
Investments in foiled firms like 
Drexel Burnham Lambert may 
catch the headlines, but the 
bulk of the money still goes 
into the ultra-safe US treasury 
bond market. 

It is far and away the biggest 
of the world’s brad markets, 
wwd n ff w a wnr t vaTlwd liquidity 


As the Tokyo stockmarket ceases to defy gravity . . . 

The yield gap says it looks expensive 
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THE JAPANESE stockmarket 
has been rising for more than a 
flwd the Nikkei <wdw» 
has shown an eightfold rise in 
the process - a record 
unmatched in modern Japa- 
nese economic history. 

However, the dramatic 
change in sentiment in the 
opening weeks iff 1990 has 
raised the unnerving question 
of whether this will be the first 
year in more than a dozen that 
the Japanese equity market 
has ended lower than it 
started. 

It is often forgotten that Jap- 
anese share prices had fallen 
in almost as many years as 
they had risen, prior to the 
recent dramatic rally which 
started in November 1977. In 
the 1960s, the Nikkei rose by a 
mere 74 per cent - less than it 
did in 1988 and 1989 alone. 

The idea that Japanese share 
prices rise year in and year out 
has become so entrenched in 
the popular imagination that it 
has bred a certain complacency 
in some quarters of the securi- 
ties industry. 

While the big securities 
firms of London and New York 
struggle to earn a modest 
r etur n in an Industry with far 
too much capacity, their Tokyo 
rivals have been basking in a 
golden environment Nomura 
Securities, the world’s biggest 
brokerage firm, sells on a mul- 
tiple of 24 times earnings, and 
with a stockmarket capitalisa- 
tion of $37bn towers over its 
weaker foreign competitors. 

• hi a country where inflation 
is running at under 2 per oent 
per annum, the prospect of 
making capital gains of 
upwards of SO per cent per 
annum throughout the 19808 
has kept investors loyal to the 
cult of the equity. 

David Hale, the chief econo- 
mist of Chicago’s Kemper 
Financial Services, notes that 
Tokyo's turnover rates are 
twice those of New York, 
despite the high fixed commis- 
sions. 

Meanwhile, the heady equity 
valuations have kept the 
investment banking depart- 
ments busy as Japanese corpo- 
rations have used their pre- 


mium ratings to raise huge 
amounts iff ra p ife ii 
There is a considerable 
vested interest In maintaining 
the upward momentum in Jap- 
anese share prices, and the 
importance of this factor 
shimld not he lmrigr wwrtinwtwH 
A couple of years ago, the 
Nikkei was hovering around 
2IJQ00. At the end of 1988 it had 
broken above 30,000, and by 


product of an unusually power- 
ful com b in ation of events. A 
dramatic drop In world oil 
prices, a sharp appreciation in 
the value of the yen, and inter- 
est rates which have been fall- 
ing for almost a decade, cre- 
ated a golden era for Japanese 
equities. 

In 1980, Japan paid Y12 tril- 
lions (million millio) for 
imported odL By 1988, this had 


□ PICTURE: Floor dealers crowd the registration counter 
In a brisk session during the recent dramatic change 
tai sentiment on the Tokyo Stock Exchange □ 


the start iff this year it was 
nudging 39,000. In terms of 
market capitalisation, the 
Tokyo stockmarket had long 
since left New York behind, 
and the big securities firms 
were fo re cas ti n g 45,000 by the 
end of the year. . 

Many iff the falters that had 
fuelled the earlier rise are still 
in place. Forecasts iff real eco- 
nomic g rowth of 44i per cent, 
inflation of L6 oer cent and a 
continuing current account 
surplus of around $60bn are lit- 
tle different from previous 
years. So what has precipitated 
the change in mood and led to 
huge moves of up to 9i50bn a 
day in Japanese equity valua- 
tions? 

The surge in Ja p anese equity 
prices over the last tew years 
has been magnified by a near- 

tiples. This re-rating was the 


dropped to Y2.4 trillions, 
according to Morgan Stanley’s 
research; and, meanwhile, the 
dollar had roughly halved in 
value to Y120. This led to a 
virtuous circle of low inflation, 
a strong exchange rate and 
high stockmarket multiples, 
and enabled Japanese corpora- 
tions to raise all the money 
they needed to Invest in mare 
efficient plant: and machinery. 

However, several of the 
props underpinning the equity 
market are no longer anywhere 
Tv«T gs im portant as they once 
were. Oil prices have been ris- 
ing steadily, the yen has 
proved surprisingly weak, and 
short-term Japanese interest 
rates have been risen by two 
thirds in the last year. Corpo- 
rate profits are still moving 
ahead, albeit more slowly, but 
the sharp decline in Japanese 
Government bond prices in the 


opening months of 1990 has 
made Japanese equities sud- 
denly look much more expen- 
sive 

There are all sorts of ways of 
valuing the Japanese stock 
market, bat one of the moat 
commonly used is the gap 
between the yield on the 
benchmark government bond 
and the earnings yield on the 
First Section iff the Tokyo 
Stock Exchange. On this crite- 
rion, the market at the begin- 
ning of March was looking 
expensive. Over time, this will 
be corrected either by a recov- 
ery in the bond market (much 
the preferred solution) or a fur- 
ther drop in share prices. 

The Japanese authorities are 
known to be concerned about 
the rapid growth iff the local 
money supply and Inflation in 
both equity and land values. 
The official discount rate was 
raised three times last year 


without damaging share price*. 
However, the straths are now 
beginning to show, and any 
farther substantial tlghtentn 


in mni rata r y policy could 
mean that 1990 wm be the first 
down-year for Japanese equi- 
ties for a lung time. ' 

The main worry for the 
authorities remains the weak- 
ness of the yen. This is increas- 
ing inflationary pressu re s, and. 

although these ere not yet 
showing up in the official sta- 
tistics, there is a limit to how 
long they can be postponed. 

On purely competitive 
grounds, the yen is underval- 
ued at current levels ; but con- 
timdng capital ■ w ./ n. ■ ... could 
weHlead to further weakness. 
This will severely limit .the 
equity market’s upside poten- 
tial and increase the downside 
risks. 

William Had 
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capitalisation 

«bn) 
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NTT 

138 

83 

Industrial Bank of Japan 

80 

. 133 

Sumitomo Bank 

l.. . : 62' 

52 

Full Bank 

60 

57 

DaWchl Kangyo 

52 

51 

Mitsubishi Bank 

50 

54 

Sanwa Bank 

49 

44 

Toyota 

47 

21 

Tokyo Electric 

47 

78 

Nomura Securities 

■ 37 

24 

IBM. 


How the markets have moved 



1987 


and simplicity of dealing. 
Given the sheer size of Japan’s 
capital flows, it la hard to 
imagine the Japanese ever boy- 
cotting this market fo r tan g. 
There is no viable alternative if 
japan wants to pot its money 
overseas. 

European equity markets 
havs been waiting for the wan 
cff Japanese money to hit them 
for several years now and, 
apart from toe recent move 
into West Germany, the vol- 
ume of money going into over- 
seas equities test year was lit- 
tle different from 1987. 
Japanese investors do not yet 
have enough information to 
feel confident about putting 
much of their money into over' 
geas equities.' 

Several closed-rad European 
country funds were recently 
trading at roughly doable their 
book value, when they nor- 
mally traded at a discount, just 

because of a surge of mainly 
Japanese buying. It is cases 
Hiw* which w»»1m Japanese 
investors understandably cau- 
tions about committing large 
stuns. Similarly, the relatively 
( pnaii gfaa <rf the Asian stock 

markH ly . ftmtoi the amOIUXt Of 
money which can pumped in 
this direction without unduly 
moving prices. 

MT HSroMfco Okumura, chief 
economist of Nomura 
Research, says that the 1990s 
will prove to be Japan's 
"golden age”, when it will 
h rrflri qq its role as the world's 
largest supplier of external 
funds. He may well be right, 
but the responsibilities which 
go with that role are equally 
demanding. 

William Hall 
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‘This is what we were 
expecting all along’ 


FUTURES TRADERS, branded 
tiie villains of the piece in the 
October 1987 crash in New 
York, are now bring made the 
scapegoats o£ Tokyo. They are 
. accnsed of precipitating, or at 
least exacerbating, the* recent - 
sharp plunge in the Tokyo 
stock market. 

The fixtures brokers are an 
easy target. Stock Inddx 
fixtures trading was launched 
in Tokyo only in 1988. So an 
important difference between 
October 1987, Mien the Tokyo 
market survived with its confi- 
dence intact, and February 
1990, when it did not, is the 
presence of fixtures traders. 

Moreover, futures techniques 
were introduced mainly by US 
i n v estment banks, led by Sato- 
mon Brothers and Morgan 
Stanley. Even though Japanese 
brokers also use the fixtures 
markets actively, the foreign- 
era are prominent in the size of 
their orders, the sophistication 
iff (heir omnpdtardrtvan trad- 
ing methods and the speed 
with which they move in the 
market 

Japanese have been unable 
to . resist the temptation of 
blaming the market’s troubles 
an the techniques iff the for- 
eign devils. 

“The foehn# is that we are 
now seeing what we were 
expecting all along - that is, 
the effects of p rogramme trad- 
ing,” said Mr Shin TOkoi, a 
Japanese working at County 
NatWest, the UK securities 
company. “Programme trading 
is beginning to influence the 
Tokyo market a year and a half 
after the futures market 
started in Japan in 1988, and 
thfri is about the m«w time it 
took programme trading to 
become a major farce in the 
US.” 

The US Investment banks, 
which have been singled out 
for attack, vehemently deny 
that programme-trading has 
been responsibl e for the mar- 
ket's Instability. They say the 
kind of computer-driven pro- 
gramme trading that is 
thought to have caused most 
damage in the 1967 crash on 
Wall Street is not carried out 
in Tokyo. This was “portfolio 
insurance”, in which comput- 
er* managed extensive pro- 
grammes to protect portfolios 
from loss .by trading very 
aggressively, in the futures 
market 

■ In Tokyo, programme trad- 
ing concentrates on arbitrage 
between the cash stockmarket - 
and futures contracts based on 
file Nikkei index of 225 leading 
stocks and the Toplx index of 
the top 1^222 shares. When the 
valuer of the index drops below 
-the value of the shares of 
which it is composed, the com- 
puters buy the index and ' 
simultaneously sell the under- 
lying stocks. If the index rises 
above the cash market, they do 
the opposite; 

Salomon Brothers denies 
that this causes volatility. It 
insists that arbitrage closes 
gaps in prices, provides liquid- 
ity and “promotes -the. effl,.. 


dency of the TSE”. It adds that 
the extent of programme trad- 
ing has been exaggerated. In 
the week beginning February 
„19, when the market plunged, 
“ the company said it accounted 
for j ust L5 per cent of total 
- THE turnover. 

However, other brokers. 
Including other foreign houses, 
are not convinced. They say 
that, in the final quarter of last 
year, some US broking compa- 
nies started selling both the 
contract Nflrei Index contract 
of 225 top stocks and the Toplx 
index of L222 shares. Simulta- 
neously, they began to boy 
equities In the cash market, to 
arbitrage the price gap; There 

\ Futures traders are 
an easy target. 

They’re getting the 
blame again. 

STEFAN WAGSTYL 
considers the 
Influence off 
programme trading 

purchases helped to drive the 
market to its record high at the 
end of last year, when the Nik- 
kei stood at 38,915. 

However, the brokers ran 
into trouble because they could 
not buy all the shares they 
needed to match their sales of 
contracts for the widely-based 
Topix index. They could not 
“track” the Index in the cash 
market So they decided to cut 
their losses arid unwind their 
positions in advance of the 
expiry of the then-current con- 
tracts cm March 8. 

At the same time, the spread 
between the futures and cash 
market narrowed, eliminating 
the profit opportunity and 
increasing the incentive to liq- 
uidate positions. CS First Bos- 
ton, a US broker, says these 
sales accelerated the drop in 
the market. 

. Tokyo Stock. Exchange offi- 
cials took the same view, and 
imposed curbs on arbitrage-re- 
lated sides iff stocks. They 
wanted to limit such sales to 
the opening iff trading an the 
morning and afternoon ses- 
sions. Salomon Brothers said 
changing the rules In mid- 
stream was risky and “invited 
calls of unfair treatment” It 
addoLTf the market goes up 
from here, it won’t he because 
of the rule change. It will be 
because someone has found a 
buyer.” 

The TSE and its counterpart 
the Osaka Securities Emhan^ 
where the Nikkei Index is 
traded, are bound to consider 
ftirther ways of reforming the 
regula tion of stock index 
fixtures. One area of concern is 
the fact that the maximum 
oneway rise and fan in Tokyo 
md Osaka is limited, as it is in 
the cash market These limits 
me supposed to act as circuit- 
breakers, controlling the maxi- 
mmn size of price movements. 

However, the Singapore Mer- 
cantite Exchange also trades a 

NSOrai contract, with no limits 


on daily price changes. Usually 
this contract attracts little 
interest and so is not very liq- 
ui d. N evertheless. It does in 
pri nciple offer a way around 
the TSE’s rides. 

The controversy over stock 
index futures has cast a some- 
thing of a shadow over the 
other main development in 
futures trading in Tokyo in the 
last year, the opening of the 
Tokyo International Financial 
Futures Exchange (Tifle). 

Conceived by the Ministry of 
Finance and the banking 
indnstzy, Ttffe is as a key de- 
ment in the liberalisation of 
Tokyo’s financial markets. 

Since it opened last June 30, 
the exchange has filled an 
important gap In the yen fluids 
market with one of its three 
contracts - Euroyen futures, 
the first of its kind in the 
world. Trading volume in the 
instrument has grown from 
less than lm contracts a month 
last summer to 2m in Decem- 
ber t ftir] fo January. 

Banks, the tr«Hw users, trade 
the contract extensively as 
part of their operations to man- 
age short-term funds. They 
Include Norinchnkin Bank, the 
hags fanners’ co-operative 
bank, and leading city banks, 
among them DaMcbi Kangyo 
Bank, Mitsubishi Hank and 
Mitsui. Among the 20 foreign 
members are US Investment 
and commercial banks and UK 
and continental European uni- 
versal banks. 

However, the Euroyen con- 
tract accounts for over 99 per 
cent of the exchange’s busi- 
ness. Its other two contracts - 
Eurodollar fixtures and yen-dol- 
lar currency futures - are 
almost moribund. At the end of 
January, open interest in Euro- 
dollar futures and currency 
futures amounted to just 754 
and 31 contracts respectively, 
against 163,070 for Euroyen. 

TifEe is looking to have the 
contracts traded more actively. 
The first step is (he pia-m-tad 
introduction of full automation 
next year. The exchange cur- 
rently operates a semi-auto- 
matic system, under which 
traders have to telephone 
Orders to wrrhawgo clerics who 
then pu( the trades rurally 
into a computer. Users com- 
plain that this is too slow. 

Tiffe is also planning to 
introduce Euroyen options, 
probably next year. This 
s hould boost its business in 
Euroyen. But the moribund 
Eurodollar contract will con- 
tinue to suffer from the fact 
tinrt the Chicago Mercantile 
Exchange, which dominates 
Eurodollar futures, has a 
mutual settlement agreement 
with S lmpT Trffc contract s «»" 
only be traded in during Japa- 
nese trading hours. 

Meanwhil^ currency futures 
contracts are little -match for 
the very large Tokyo forward 
market in foreign exchange. 
Banks offer over-the-counter 
complex packages of futures 
and options whteh . are easily 
traded. By comparison, Ttflte’B 
instrument foo ks primitive. 
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^ sixth visit to Japan this summer ts a happy prospect, especially because I will be with 
the London Symphony Orchestra. Remembering the intense listening of Japanese. music 
tooers at my last concert#- there in 1985, above alt the Mahler 9th (n Tokyo and my own 
Kaddlsh Symphony in Hiroshima, gibes me a pleasant anticipation, > 

This year has another special significance for me: 1990 Is the fiftieth year since, the 
founding of Sergey Koosseoitzky's school at Tansflewood, where I myself was'a student .. 
and where I first conducted. As my own salute to my belobed teacher, I am hono ured to 
Join In opening the first Pacific Music Festival with Michael Titson Thomas, the LSO and 
the young musicians from many countries who will form the Festival Orchestra. .. 

My dearKoussevUzky would be thrilled that the youthful dream he realised in the hills of 
Massachusetts, has also inspired a “pacific’’ music center in the greenery of Sapporo. 
Congratulations to the enlightened people of Nomura who enable this new artistic dream 
tobecomereaL 

Leonard Bernstein 



PACIFIC MUSIC FESTIVAL (FMF) 

•June 2£th to July 13th- ... 

• SAPPORO ART PARK \ 

and other exmem halls in Sapporo 

THE LONDON SYMPHONY ORCHESTRA 
JAPAN CONCERTS WITH LEONARD BERNSTEIN 
AND MICHAEL TILSON THOMAS - . 

•July 10th to July 22nd 

■ Tokyo ' July 10th (Toe) Smuory - Hall 
July 12th (Thu) Orchard Hall 
July 13th (PH) Orchard Hall 
July 14th (Sat) Orchard Hall 
July Uth (Mon)NHK HaQ 
■ • . . . Jtdy 1.7th '(Tne) Orchard Hall 
. Yokohama 'July 15th (Sun) Ybkohama Arena 

• Nagoya _ Jitly ,19th (Thu)Aidii Banka Kodo 
^ K ybtn~ - ‘‘jijy'aOflr <^ifKyoto Kailun «• - 

Osaka July 21st (Sat) - Symphony Hall 
July 22nd (Sun) Festival HaD 


ft is a great pleasure for me to return to Japan so soon after.my exciting 1988 visit, 
together with the London Symphony Orchestra and their President, Leonard Bernstein— 
my dear and tongtime personal friend. 

We both share our devotion to young musicians— players and conductors — and to 
young audiences. 

' I can remember how my life changed when f won the Koussevitzky Conducting Award 
in 1968 and studied at Tangiewood underuxxid-ciass conductor-teachers. 

I am themfore delighted tajoln Leonard Bernstein and the London Symphony Orchestra 
here In Japan to be part of its new Pacific Music FestiuaL 
What a wonderful opportunity for all of us! 


Michael TUson Thomas 







Developing “Cultural Links” is 
Nomura’s contribution to society’s future. 


Our ability to adapt rapidly to changing conditions in global markets in 
order to satisfy the financial needs of our clients, is not Nomura’s only 
achievement, . 

By developing cultural links, Nomura is working to meet the needs of 
society. , 

This Summer, Nomura is giving sponsorship to “Leonard Bernstein, 
Michael TUson Thomas and the London Symphony Orchestra” at the 
Pacific Music Festival iri Japan, from June 26th — July 13 th. At this 
prestigious international gathering, young musicians will get the oppor- 
tunity to develop their musical talents under the guidance of many of the 
world’s foremost instructors — including both Maestros themselves. 
Through contributions to London’s renowned Tate Gallery, the National 
Gallery of Arts in Washington and the Nomura Gallery in Montreal’s 
Botanical Gardens, Nomura has established important “Cultural Links”.. 
Since 1986, Nomura has been a major contributor to programmes at 
Massachusetts Institute of Technology and New York University, designed 
to enhance understanding of the. international financial markets. 

Corporate Citizenship-composing a better world for. all 


NO/XVURA 

THE NOMURA SECURITIES CO., LTD. 

l-9-l,Nflionbashi, ChUo-ku, Tokyo, 103 Japan. 

Tel: (03) 21 1-1811, 21 1-3811. 



NOMURA INTKNATIONAL pic 

Nomura House, 24 Monument Street, London EC3R 8AJ, England Tel: (01) 283-881 1 
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BANKING: Ian Rodger on what happens . . . 

If the barriers go 


THERE IS a fe eling la Japan's 
huge and powerful banking 
community that the era of East 
and profitable growth, which 
the industry has enjoyed in the 
past few years, is about to 
come to an end. 

At home, a combination of 
deregulation of Interest rates 
and higher interest-rate trends 
is putting a double squeeze on 
the banks' fa™**. Iran business, 

ami tfrrpetenfag [fjg viability trf 
many hanka. 

Abroad, the brutal reality of 
write-offs cm loans to Mexico 
and the sodden soaring of the 
leveraged buy-out finance has 
made Japanese bankas mare 
cautious than they were a few 
months ago about aggressive 
international expansion. 

Meanwhile, the long-dis- 

dismantling of the bar- 
riers that separate various cat- 
egories of banks and securities 
companies under Japanese 
law, although probably farther 
away than many thought a 
year or so ago, is an the hori- 
zon; and **»«, too, will cause 
turmoil for most bankers in 
the next few years. 

For the moment, these fears 
are mostly in the future and. If 
recent experience is anything 
to go by, reality may not turn 
out to be as unpleasant as 
some Japanese bankers expect 
The current fiscal year, which 
ends on Mar ch 81, has already 
proved to be another one erf 
strong growth in assets, 
withnwgh the squeeze on mar- 
s was already apparent in 
banks’ interim results. 

The total net profits erf the 12 


leading city (commercial) 
banks plus the Bank of Tokyo 
rose just 5L8 per cent in the six 
months to the end of Septem- 
ber. The biggest five - Dal 
Ichi Kangyo, Sumitomo, Fuji, 
Mitsubishi and Sanwa - 
reported declines In net 
income. 

Apart from the squeeze on 
their spreads, the hanks also 
suffered from the decline In tbe 
.Japanese bond market. Com- 
bined bond dealing profits 
dropped S9.4 per cent to 
Y14.9bn (£59m). In the full 
year, these trends are likely to 
intensify, because the bond 
market has continued to deteri- 
orate, and interest rates have 
continued to rise. 

However, assets have proba- 
bly grown briskly. One leading 
city hank claimed recently that 
its assets would grow by about 
a fifth this year. At first 
glance, this is a bit mysterious, 
considering that, as elsewhere, 
the single-minded pursuit of 
asset growth is going out of 
fashion, in Japanese banking. 
Also, overseas loan markets 
have become unattractive, and 
large Japanese corporations 
are flush with money and have 
become adept at raising what- 
ever they want or need in the 
securities markets. 

Stfll, it appears that the loan 
business in Japan has been 
lively untQ recently. The same 
hank claimed that its linmaat ic 
assets had jumped in value by 
about 40 per cent in the past 
year. The reason is that 
medi"m and anna'll companies 
and individuals have taken 


over as the banks' main cus- 
tomers, borrowing heavily for 
expansion or house building. 

Now, with interest rates 
reaching 7 per cent, bankers 
are not sanguine that this will 
continue. There are also grow- 
ing worries that many con- 
sumer loans wfll go bad if, as is 
widely feared, the growth rate 
of tbe Japanese economy slows 
down and the overtime portion 
of pay packets disappears. 
Also, the Government has been 
flrMrfring down on bank lend- 
ing for real-estate purchases. 
Since September, they have 
had to report every three. 
months their outstanding bal- 
ance of loans to non-banks, 
and the dear waaag a Is that 
the balance should not 
increase. 

Meanwhile, sources of «hpnp 
money that have helped Japa- 
nese banks to be so competi- 
tive in the world are rapidly 
drying up, as the dereg ulatio n 
of interest rates continues. 
Next month, the smallest 
allowable unit of money mar- 
ket certificates wifi drop from 
Y3m to Ylm, effectively put- 
ting virtually all individual 
sarongs on market interest 
rates. The larger banks have 
been preparing for this change, 
and will be able to absorb it 
smoothly, if painfully. How- 
ever, many small banks, espe- 
cially in the Tokyo area, have 
been careless about interest 
rate risks in their rush to com- 
pete for loan business, and 
have a lot of long-term con- 
sumer loans on their books at 
low fixed rates. 


As the squeeze continues, 
the possibility of m e rgers and 
other forms erf restructuring in 
Japan’s overc ro wded Wanting 
sector could well fa cpwq w* The 
big banks say they are not 
interested In adding, more low- 
yielding assets to their b p ] ?™* 1 
sheets by taking over 
troubled banks; but, given the 
opportunity to expand their 
retail networks, they wfll prob* . 
ably find it diffimit to resist. 

The competition for funds, 
especially from rich individu- 
als, has increased significantly. 
Tbe life I marranr-P rry r ppa^ripq 
have developed their single 
premium insurance policies, 
competing directly with the 
long term credit banka's deben- 
tures. More recently, the secu- 
rities companies have stepped 
up the marketing of their 
money market funds, which 
has cut into the city banks' 
short term deposits. 

These moves suggest that 
tbe barriers between different 
types of banks are beginning to 
fall but, as with many things 
in Japan, it would he rash to 
predict that change wfll hap- 
pen quickly in this area. The 
trust banks, which have been 
particularly successful In 
recent years, are resisting any 

iwtiuHlqq frrtp thrir B T W 

the long term credit hanks, led 
by the faffawntiai industrial 
Bank of Japan, are reluctant to 
give up tfr ffh* exclusive right 
among banks to issue retail 
savings debentures. The bet- 
ting is that the trust I tanking 
sector is likely to open up first, 
mainly because it is of rela- 
tively recent vintage and lacks 
deeply entrenched rights, but 
not for at least a rear. 

As fin- the more controver- 
sial barrier between securities 
business and banking business, 
hanfcww have turned pessimis- 
tic on the prospects of an early 
revision of the Securities and 


Exchange Act Japan’s political 
situation has become more 
complicated since last July’s 
election to which the ruling 
Liberal Democxatic Party lost 
its majority to the upper bouse 
of the Diet Hie securities 
industry has been resisting tbe 
entry of banks into its field 
ferociously, and has such wide 
support among important poli- 
tiding that it would be able to 

Mnrk any la gtalaHw inWatiw 
to permit it 

If the climate In Japan’s 
banking sector does continue 
to get mare severe in the next 
few mouths, bankers will be 
taking a harder Zook at all 
their assets, including the huge 
portfolios of securities of client 
companies they hold. Up to 
now, the cost of carrying these 
low-yielding so-called strategic 
holdings has been offset by 
business given the bank by the 
clients and, in most cases, by 
the rapid increase in the mar- 
ket value of the shares. But 
now that the big corporations 
are not taking out loans any 
more, and the outlook for the 
stockmarket looks less - buoy- 
ant than in the past, these 
portfolios could be sold off. 

Some of these hidden assets 
are already being sold to cover 
the huge losses Japanese 
banks took following the agree- 
ment last month to restructure 
Mexico's debts. The 29 Japa- 
nese banks Involved a g reed to 
take combined write clowns of 
Yl,3Q0bn on their Mexican 
loans. They can manage this 
with ease, because of their hid- 
den assets. DEB, far example, 
h»« unrealised gains 

of Y4*850bn; Mitsubishi Bank, 
Y4y540bn- But the experience, 
and the knowledge that more 
write oflswfll be necessary on 
other Latin American country 
inanftj is itampimhig in terest in 
doing business in developing 
countries. 


FUND MANAGEMENT 


Foreigners’ chance 


FOREIGN FUND managers 
fiiiw year break into two new 
areas of Japan’s giant fond 

Tnunagaraewt business. 

Nobody is expecting them to 
malm much of a dent, at least 
in the short run, httn the busi- 
nesses of the country's wefl-en- 
trenched trust hanks, insur- 
ance companies and 
Investment trust companies. 
But the longer-term implica- 
tions of sharpening up compe- 
tition in the business could be 
significant. 

The moves from Japan’s 
Ministry of Finance come in 
two areas: the YBQ.OOOhn yen 
investment trust business, and 
the Y30,000bn corporate pen- 
sion mnrfarfi 

The long-expected cha ng e in 
the investment trust regula- 
tions was announced with 
guidelines that were published 
in December. Officials say the 
guidelines a t tempted to estab- 
lish & level playing-field 
be tw ee n foreign and Japanese 

nrmtpjinlflw , ankno o rlefi gin g that 

the former face more formida- 
ble obstacles in establishing a 
business tftum tiMfr rivals. 

In licensing new foreign 
entrants, the MoF will take 
into their rec o rd 

in their home country, and will 
allow them a five-year grace 
period before they have to turn 
in a pro fit, . compared with the 
three years which applied to 
Japanese applicants. 

The ministry "ia now process- 
ing applications, which had to 
be in by the end of February. A 
flood of new entrants is not 
expected* however. At least 
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four Anns are believed to have 
applied: Warburg and Montagu 
Investment Management, from 
the UK; Fidelity, from the US; 
and Jardine Fleming. 

The most powerful invest- 
ment trusts In Japan are 
nntowi , though at arm’s length, 
to the biggest securities 
houses. Nomura Investment 
Trust; the largest, with SllObn 
of assets under management, is 
5 per cent owned by Nomura 
Securities, and they often swap 
personnel- According to Mr 
Akira Shimizu, ex ec utiv e man- 
aging director, some 80 per 
cent of its trusts are sold 
through Nomura’s big net- 
work, and the rest through 
other smaller brokers. 

This makes the market a 
tough one to crack. Foreign 
companies may be helped by a 
growing interest among Japa- 
nese Investors in investment 
overseas. Traditionally, as Mr 


{ JAPAN’S TOP BANKS: 1989 ($m) 


Capital 

CopRaVasaets 

raflo(%) 

Proms 

JM. 

1 DaMcftl Bank 

11,030 

240 

2,871 

414J998 

2 Sumitomo Bank 

10,543 

2.58 

8.148 

408£83 

S Fuji Bank 

10,470 

2.70 

24G7 

387,511 

4 Mitsubishi Bank 

10,239 

2£8 

2.643 

382J300 

5 Sanwa Bank 

9,381 

ZSO 

2,479 

375,014 

• Industrial Bank of Japan 

9.302 

417 

1.463 

293.415 

7 Japan Development Bank 

&291 

9JB7 

321 

65,054 

aTokai Bank 

6,206 

2J& 

1,026 

239.813 

• Mitsui Bank 

5,810 

2.63 

1,300 

221,313 

10 Long-Term Credit Bank 

5,528 

2J30 

889 

197,476 

Hswm oamaaAd^ad. 8oc*c«: 72 m etntw 


MERGERS and ACQUISITIONS 

Less shameful than it was 


TALE TO any investment 
banker in Tokyo, and it Is not 
long before the conversation 
turns to the fastrgrowing merg- 
ers and acquisitions business. 

Indeed, tbe term M&A has 
become so popular that It now 
tends to be used more fre- 
quently than taisftu in the Jap- 
anese business lexicon. 

The big tomka, the securities 
firms, and the giant trading 
houses are all putting some at 
their brightest managers into 
new departments, which are 


New Horizons 



Creative Alternatives in a Changing World 
TOako Securities can help you reach your financial goals, 
no matter how distant they may appear. 

As specialists in Japanese securities and active participants in the bey 
American and European markets, Wako offers a complete line of 
underwriting and investment services. 

Our computerized investment advisory services backed up by the timely 
and detailed analysis of the Wako Economic Researc h Institute help private 
and corporate investors in Europe to maximize their investment performance 
while managing risk. 

Wako’s long experience and broad client base give us the expertise and 
knowledge to design custom-made solutions to meet your specific goals. 
Wako Securities— meeting the challenges of global financial management 
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scouring the world for Poten- 
tial cross-border acquisition 
target s and beginning to focus 
on toe domestic opportunities 
fear corporate re st r u cturing. 

Japan ia the world's biggest 
creditor nation, and its flow of 
overseas investment Is acceler- 
ating at a time when many less 
well financed predators are 
retreating from the corpo ra te 
■ mini- The world's finest M&A 
merchants are flying in and 
out of Tokyo’s Naztta airport 
with increasing regularity. 

It is too early yet to know 
who the winners will be. Some 
specialist boutiques, like the 
US Blackstone Group, have 
been extremely successful at 
kriwgtoff deals to the Japanese. 
Waaserstein Perella. eras of the 
youngest and more successful 
US firms, has sat up a local 
joint venture with Nomura; 
white others, ranging from the 
giant Industrial Bank of Japan 
to Goldman Sachs, County Nat- 
West and Morgan Stanley, are 
pursuing more independent 
st r ateg i es. 

The sight of Mitsubishi 
Estate buying control of New 
York's Rockefeller centre, Sony 
acquiring CBS Records, and 
Firestone felling to Bridges- 
tone shows that the Japanese 
are finally taking their place 
alongside the British as major 
players in the US M&A market. 

On the domestic front, there 
are also signs that the rigid 
corporate structures are begin- 
ning to disintegrate. Whereas 
In the past it had been largely 
master-minded by Japanese 
Government organisations, 
like the Ministry for Interna- 
tional Trade and Industry, now 
there Is increasing evidence of 
Japanese companies taking the 
initiative. 

The $23bn merger of 

Kobe nd l %n| Bank- lirtn 

world’s second biggest bank; 
Boone Pickens’ attempts to get 
a seat on the board of Kolto 
Manufactu ri ng, where he is the 
biggest shareholder; Shuwa 
Corporattona'8 efforts to shake 
up the fragmented Japanese 
retailing system - all these 
are signs of the increasingly 
rapid pace of change in Japan. 

“Four years ago, no Japa- 
nese company would to fair of 
coming to our bank and asking 
us to find a buyer,” says Mr 
Akk) Asuke, general manager 
of Sumitomo Bank's invests 
ment banking department. “To 
sell one’s company was consid- 
ered' a bHuttw. qh fla family * 
However, these sorts of inhibi- 
tion are changing fast, and Mr 
Asuke says that his depart- 
ment now has lots of requests 
from clients seeking buyers for 
their business. 

Many of the entrepreneurs 
who established new busi- 
nesses in Japan after the war 
axe close to retirement; and it 
is no longer obligatory for their 
sons to follow in their foot- 
steps. Consequently, more and 
more local companies are put- 
ting themselves up for sale. 

At the moment; tbe market 
is mainly in Japanese compa- 
nies wanting to find Japanese 
purchasers. But just as Euro- 
pean hostility to American 


takeovers subsided after the 
1960s, Mr Asuke believes that 
the ettmate in fevorar of foreign 
takeovers of Japanese compa- 
nies is beginning to turn. 

Nevertheless, Hke almost all 
Japanese bankers, he draws 
the line at hostile takeovers. If 
a major US corporation came 
to Sumitomo and asked it to 
act an its behalf in a hostile 
takeover of a listed Japanese 
company, It would be politely 
shown the door. There have 
only ever been three domestic 



reporters. In June, about hie 
attempt to get a seal on the 
board of Kollo Manufacturing 

takeover bids in Japan, and 
while there have been consid- 
erable changes in Japanese 
business culture, it is hard to 
see a banker like Mr Aknse 
ever talking the same language 
as a corporate raider like Mr 
Pickens. 

However, it would be danger- 
ous to underestimate Mr Pick- 
ens. Having tired of hunting 
down poorly managed US ofl. 
companies, he has taken to 
harai ^ pg the management Of a 
Japanese ante parts company 
in which Toyota and Matsush- 
ita, two of Japan’s blue-chip 
stocks, have significant stakes. 
Given the scale of his invest- 
ment, his manoeuvres cannot 
be ignored. At a time when 
there is growing criticism of 
some Japanese takeovers in 
the US, Japanese attempts to 
block Mr Pickens ana his 
friends could badkflre. 

While many foreign invest- 
ment bankers like. to distance 
themselves from Mr Pickens, 
in order not to offend their 
new clients. It is clear that 
most behave that Japan is the 
next great area for corporate 
restructuring. The possibilities 
In the . US have been largely 
exploited, and those that are 
left have been rendered far less 
feasible following the collapse 
of the junk-bond market, one 
of the main sources of finance. 

Japan Should be an invest- 
ment banker's paradise. It is 
foil 'of wealthy companies; Jap- 
anese share prices generally go 
up when a company announces 
an ' acquisition; and, even if 
they did not Japanese manage- 
ments do not share the same 
short-term western concerns 
about dilating earning* per 
share. When it comes to buy- 
ing a company, financing Is the 


least of the problems. 

This led' to a belief in 
same quarters that the Japa- 
nese are prepared to pay over 
the odds for overseas acquisi- 
tions. Dainlppon Ink and 
Chemicals* $553m tender offer 
for Reichold Chemicals in 1967 
began as a hostile offer. But it 
was very modi the exception; 
Japanese companies prefer to 
do friendly deals, and some- 
times may have to pay mare as 
a result. 

However, they have a much 
longer i nvestm ent time horizon 
than most of their western 
competitors and given that 
their cost of capital is often 
only t per cent .or 2 per cent 
they can afford to pay a little 
more. 

“These guys really are stra- 
tegic thinkers," says Richard 
Kelly, a wnwq lHg direr*™- in 
GS First Boston’s Tokyo office. 
•They think first and foremost 
about what business they are 
in; what strategy they need to 
be successful; and what time- 
frame they are considering. It 
is only then that they begin to 
think about price. The Japa- 
nese.are not bottom-fishers: if 
something Is cheap but not 
strate gic, they do not do the 
deal," says Mr Kelly. “There 
has been a cultural realisation 
among Japanese executives 
that, rather than go it alone 
with green-field investments, 
the M&A business is becoming 


an accepted tool to achieve cor- 
porate objectives.' 

In many respects, the Sony 
and Mitsubishi Estate mega- 
deals are atypical. Nippon 
Steel’s $l85m Investment in 
Inland Steel or Kawasaki 
Steel’s 9350 joint venture with 
the Easton Steel division of 
Armco will be much more the 
norm. The Japanese have the 
capital the US firms need, but 
Japanese companies are want- 
ing something more in many 
cases. Strategic alliances are 
much preferred to opportunis- 
tic bids where the management 
then walks out of the door. 

Indeed, despite all the public- 
ity given to deals like Mitsubi- 
shi Estate's Rockefeller Centre 
investment or Sony’s appetite 
for .US media assets, Japanese 
companies are still only minor 
players in the global M&A 
business. According to CS First 
Boston, Japanese companies 
did 298 transactions last year, 
worth $17.8hn. This compares 
with the 5,558 transactions 
totalling J114m done by Euro- 
pean companies and the 2^66 
deals totalling $ 221 bn done in 
the US. 

The number and size of Ji 
nese deals in the US is 
ating. to 1988, CS First Bos- 
ton’s figures show Japanese 
companies consummating 81 
deals totalling $3.7bn. Last 
year there were 187 deals total- 
ling 9L4.7bn, but over 80 per 
cent of these were for sums of 
9100m or less. By contrast, 
activity in Europe is far 
advanced, with an estimated 81 
transactions totalling S 2 . 4 bn. 
The restructuring of Japanese 
industry is accelerating, 

William Hall 
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1986 • 

1967 
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Japanese buyer/Japaneee seller 
Japanese buyer/oversaas sailer 
Overseas buyer/ Japanese seller 
Total 

163 (66.4%) 
100 (34 6%) 
26/ 9.0%) 
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226 (SOX)%} 
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21 ( 4.7%) 
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Shimizu says, the investment 
trust business has always been 
one of low-risk and modest 
return. 

That is beginning to (mange: 
there is more demand now for 
higher-risk investments, which 
have tbe potential for better 
rewards; and, as part of this 
pattern, overseas investment is 

becoming more popular. 

There Is a growing aware- 
ness even among retail inves- 
tors of performance - particu- 
larly In view of Increasing 
competition from banks, 
which, because of deregulat ion, 
now off er higher interest 
rates to attract deposits - 
which is likely to put the 
established operations on their 
mettle. 

Foreign sponsors may see 
their best chance of breaking 

fatn t he market: through the 
amatior institutional buyers of 
the Binds, such as small 
regional banks. But success in 
tiie business will famnnil some 
distribution capability among 
retail clients. The most likely 
way to obtain that would be to 
establish Unfa* with some of 
the 200 or so regional securities 
firms across the country. 

The other major change 
takes place from the beginning 
of the new financial year in 
April. This will allow asset 
manygwnimt companies - of 
which there are about 140 in 
Japan, about a quarter of than 
foreign - for the first time 
into a sector of the corporate 
pension fond market 
Foreign trust banks in Japan 
have already had some modest 
success in managing pension 
funds for the public sector, 
where the Ministry of Health 
and Welfare has recognised the 
fond miimigpnwnt « kills of for- 
eign companies. 

Here again, though, the 
changes will initially be at the 
margin, with the Japanese 
trust hanfa and insurance 
companies that currently not 
opolise the market noticing lit- 
tle initial impart. 

It is in the so-called 
employee pension funds that 
the biggest changes are taking 
place. Unlike the UK, where 
final salary-related schemes 
operated, pensions in Japan 
guarantee a nominal income 
an retirement 
Outside managers may, 
under tbe new rules, be 
brought in to manage up to 
onetoird of the existing assets 
and new money of the roughly 
700 employee funds which are 
more than eight years old, pro- 
vided they have at least Ylbn 
In assets. The money will have 
to be operated within the min- 
istry’s guidelines, which cur- 
rently allow up to 30 per cent 
to be invested into domestic 
stocks, the same amount to for- 
eign securities, and up to 20 
per emit to be placed into real 
estate. At least 50 per cent has 
to be invested in yen assets, for 
which the principal payment is 
secured. 

The trust banks and insur- 
ance companies are quite san- 
guine about the prospects for 
this new type of competition. 
For one thing, there is not 
much evidence that the 
changes have been demanded 
by consumers. 

Japanese insurance compa- 
nies have until now managed 
just about all their pension 
fund assets in a pool, from 
which all participants gain 
similar returns. The reforms 
mean that they, too, will be 
able to offer asset tnsmflgimM nt 
services, the performance of 
whose funds will be separate 
from the pooL Under other rule 
" anges, they will also be able 
to offer new products to tax 
qualified funds. 

Mr Tomohiro Kawase, senior 
manager of Nippon Life’s 
finance and investment plan- 
ning office, said: “We don’t see 
the changes making & teg nif . 
ference to ns.” 

Apart from the slow start for 
tiie new entrants, most fund 
managers seem to agree on two 
other things; the c ontinue d 
and growing importance of for- 
eign investment Events such 
as the market collapse to Feb- 
ruary In Tokyo - which bad 
little effect on the London and 
New York markets — under- 
lined the importance of asset 
diversity. 

On top of that, there will be 
a greater western-style empha- 
sis on performances. Perfor- 


for more scrutiny of 


they are. these factors 
dd. over time, rebound to 
benefit of foreign fluid 


Stephen FWtor 
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Crowded, but Vs home: the SMn^Mco vm of Tokyo 

Loans now span 
the generations 


JAPACTS SIGH and rising land 
prices mean that an increasing 
number of average salaried 
w o rfc e nr can no longer think 
about b uyin g 8 flat, let atone a ■ 
boose. 

Bat, for tbe shrinking mnn- 
ber who can afford a deposit, a 
housing tfaww* company has 
just introduced a 100-year, 
three-generation loan. 

The problem is particularly 
serious in Tokyo, where - a 
recent surge in land prices has 
forced people to move farther 
and farther out of the city in 
search for a homa 

A first-home buyer, hoping 
to purdbase a reasonable flat of 
about 75 square metres, must 
look to areas 40 kilometres out 
of Tokyo, or beyond, and could 
easily face a commute of two 
hours from Tokyo’s main busi- 
ness district 

According to a study by the 
Real Estate Eco n omy Institute, 
last year the average first-time 
h ome buyer bad a fairly rea- 
sonable chance of purchasing a 
flat at a cost of Y32m 
(£127,000). Hie would require at 
least Y7m in savings, and have 
to borrow an additional Y25m 
on a 35-year mortgage with the 
Housing Loan Corporation or a 
25-year mortgage with a ba nk . 
Monthly mortgage payments 
would amount to between 
Y140.000 and Y150.000L 

The Mnw study round that 

flats costing Y32m or less could 
be found only In suburbs 40 
kms from Tokyo, on a handful 
of outHof-the-way railway lines 
running to the north-east- of 
the city. More popular flats, 
even within the 40km range, 
cost at least YlOm more. 

An neural a t the Housing 
Loan Corporation explained 
rtmt he had just bought a h ome 
outside Tokyo, and spent two 
hours riding into work every 
morning. “I can do it in an. 
hour and a half," he said. “But 
if 1 the slower train I can 
get a seat and sleep an the way 
into town.” 

If he his last train 

home, he can spend the night 
in one of the many capsule 
hotels - a bed over a sink, m a 
coffin-sized room - mat have 
Bppin g up all over Tokyo, as 
land prices have ri sen. 

First-time home-buyers gen- 
erally rely heavily on a variety 
of housing loans to finance 
their purchase. Both pnbj 10 
and private loans are available, 

and most people use a combi- 
nation of severalloans. The 
most popular is one from the 
Housing Loan Corporation, 
which is a public argamsraon. 

The corporation’s loan limit 
depends on the na i of the 
Imnring unit. For a homeof 
morethan 60sq m but fes than 
155sq m, located m a bui lding 
of more than sis storeys, me 
TwaTiimnu loan is Yl fl . Bm . This 
is also the most popular loan. 

The popularity of the Hous- 
ing Loan Corpora tion's Icons 

SSSteuSly* 

offered by banks, which are 


now at- about WF per cent Tie 
problem, however, la that the 
qualifications for a Housing- 
Corporation loan are fairly 
rigJd- TJnmdrrted men, v fmr 
example, are eligible only if 
they are aged 25 or above. '• 

The Pension Welfare Service 
Public Corporation, on the 
other band, offers a housing 
loan to anyone who has sub- 
scribed to one of its pension 
plans for a certain number of 
years. The problem is that 
those who have dutifully paid 
their pensions for 10 to 15 
years, can only borrow s paltry 
YSBm. A sub sc riber of 15 years 
or more to entitled to YTJm. 

For those salaried workers 
who are wise enough to have 
planned their purchase years 
in advance, and are sedentary 
enough to have been employed 
by one firm for those years, 
there to a workers’ property 
accumulation savings plan, 
which automatically darirafa a 
certain amount from the sub 
Beriberis salary. 

This plan, however, allows 
even unmarried men to take 
out loans, provided they satisfy 
the liiiwii m mi requirement of 
having saved at least Y500.000 
over a period of one year. 
Savings of over Y3m allow the 
borrower to take out a fiririy 
generous loan of up to YSflon. 
Interest payments vary, 
depending on the amount bor- 
rowed, but range between 44 
per cent to 5.75 par cent. 

Large companies atoo offer 
co mp any i«m« at low interest 
rates. Although the terms vary 
from company to company, the 
interest rates on company 
loans are e stimate d to be about 
two percentage points lower 
♦ham hank loans . The avaflaMl- 
ity of a company loan is a very 
important consideration for 
would-be employees, as is the 
quality of the low-rent com- 
pany donna available to young 
couples until they have saved 
enough to bny a home. 

Despite the variety of low-in- 
terest loans available, most 
people BtQl take the bulk ef 
their boosing loans from the 
local bank. This is mainly 
because the amount of money 
available from all the other 
loan institutions is inadequate, 
especially in Tokyo, 

Interest rates on bank hous- 
ing' loans have risen above 7 
per cent fafiotring recent rises 
in the afRHni discount rate. 
But for those who are eager 
enough, it to posslhle to take 
out a two-generation loan - 
and even a three-generation 
me, 

Theldeaof hfblcmg Inierest 
payments, however, does not 
seem to appeal much to young 
men who are Just beginning to 
think of starting a family. A 
recent s u rve y found that over 
20 per cent of men were willing 
to give up that own family 
name and assume the bride’s 
family name, if that was what 
it too k to marry someone with 
property. 

Mlchlyo Hakamoto 
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Land prices are sky-high, largely through factors that restrict its supply says Stephen Fidler 

If there’s a tremor, the world will feel it 


JAPAN’S SKY-high land prices 

are becoming an issue of greet 
. concern at home and increas- 
ing disquiet abroad. The high 
price of land 1s bringing hugs 1 
disparities of wealth, and tear- 
ing at the social fabric. 

Overseas, it is seen as the 
lever through which, because 
it finds so quickly into rising 
share prices, allows Japanese 
companies to ..raise capital 

more cheaply than any others 

in the wand. This means many 
co mpan ies in the rest of the 
worid are vulnerable to a Japa- 
nese takeover, while Japanese' 
companies are effectively take- 
over-proof 

Partly far tids reason, land 
prices in Japan have become 

an Issue' in the meetings 
between finance and trade om- 
ctofe of the. US and Japan, 
under th e Ja pan-PS Structural 

In^ u ynHiwiiR 

The question has also come 

to the forefront of the c u rren t 

internal Japanese debate about 
mo ne tar y policy. To the Bank 
of Japan, the country’s central 
bank, , asset price inflat ion 
threatens to feed an inflation-' 
arymentahtyinthecountry.lt 
Is one reason why it has 
favoured raising official inter- 
est rates, contrary to the 
wishes of the powerful Minis- 
try of Finance. 

Research by Mr Yuldo Nogu- 
chi, Professor of Economics at 


Httotsubashi University, shows 
that three years ago residential 
land prices in metropolitan 
Tokyo were SO to GO times 
those in the centre of London 

in 1887. 

A sharp relaxation in mone- 
tary policy In 1965 seems to 
have given already-high prices 
another spur, with those in the 
Tokyo area rising by more 
tbaq 75 per cent in 1987. 
Although that rate of growth 
has subsided, the ripple effect 

of that has spread to other big 
dries in Japan. 

- But Mr Noguchi's wo rk has 
plan drown *baf rents in the 
Ifsirmnncht- ra w of flu* wm twil 
business districts of Tokyo, are 
only about double those In 
L ondon, For an economist, ttd* 
is confusing, because the price 
of land is supposed to be equal 
totha discounted present value 
tf all future rents. Something 

other than the rental income is 

at work, pushing land prices 

higher. 

Ask many Japanese, and 
they will say that the owner- 
ship of land has an almost 
mystical value to hto country- 
men. But there is ■ need for a 

more ww w l nirlng gyplanntfnn 

Clearly, the growing interna- 
tionalisation of Tokyo and its 

Im pnr tH Tyv mt & C lwmi riri am. 

tre have increased demand far 
land in the cen tr e of the capi- 
tal, as have years of -economic 


growth and, more recently, 
monetary policy. 

But most explanations of 
why 'the price is so unusually 
high -stem from, factors which 
restrict new supplies of land. 
According to Mr Noguchi, two 
dements stand out the distor- 
tion in the tax system; and the 
country's land building 
lease law. Both restrict the 
. supply of new land and its rate 


is often below 10 per cent of 
market value — is made for 
property tax. According to Mr 
Noguchi, the tax rate on prop- 
erty to about L4 per cent of toe 
land values. 

If that enco ur ages people to 
own land and not to sell it, the 
laud and building lease law is 
said to encourage Us under-u- 
tilisation. Introduced during 
the second world war, to pro- 


A sharp relaxation in monetary policy in 1985 

seems to have given already-hlgh prices 
another spur, with those In the Tokyo area 
; rising by more than 75 per cent In 1987 


at turnover, estimated by some 
to be about 2 per cent a year in 
Tokyo. 

Ths tax distortions are two- 
fold: inheritance tax and prop- 
erty tax. Because land values 
are assessed for both at levels 

that are significantly below 

market values, there are signif- 
icant benefits to the holding of 
land. Many Japanese endure 
Tfmeh trouble to ensure that 
they leave their children land, 

Ujthar ttuin f hwii ifliiil mmU Tti 

Tokyo these days, land for 
inheritance tax purposes is 
assessed at about one-third of 
Us market value - up from 
about a half a few years ago. 

A different, but still low, 
aasessmont - around Tokyo it 


vent landkstda h ar r aas bui 
women whose husbands were 
away, it has remained on the 
statute books, providing 
extraordinary rights for ten- 
ants. Once in place, it Is almost 
impossible to remove a sitting 
tenant through legal means. 
Many people prefer simply to 
bold on to sites and enjoy the 
expected capital gain, rather 
than endure the baaafo of ten- 
ants. which will actually 
reduce the capital value of 
land. For this reason, even 
close to the centre of Tokyo, 
derelict sites abound. 

Two other factors are often 
cited as contributory causes. 
The first to tbe country's zon- 
ing laws. In many housing 


areas, houses are not allowed 
to be jiiRjipr tVmn in metres, 
which restricts the number of 
high-rise housing develop- 
ments that are possible. 

Another problem is the even 
lighter tax rate accorded to 
farming land in residential 
development areas. A study by 
the Economic Research Insti- 
tute of the Government's eco- 
nomic pTawntoff agency shows 
the average fanner in Kana- 
gawa prefecture, the area 
around Yokohama, paying an 
annual Y7.600 In property 
taxes, compared with Y2L9m 
for somebody owning the same 
area of housing land - the dif- 
ference, a factor of 380. 

This is why. even dose to 
city centres, farmers are still 
tending postage-stamp paddy- 
fields that would be uneco- 
nomic if they were to pay even 
t hA nanai prope r ty tmwrw. 

The econometric study, led 

by Mr Itaru Ando, suggests 
that bringing farmland in city 
areas gradually to the same 

level of taxation as residential 

land, would result, over a 10- 
year period, in a 25 per cent 
drop In land prices, given its 
assumptions. 

Yet, while reform to widely 
seen theoretically as essential, * 
something like 60 per cent of 
the Japanese are owners of 
land in some form. In Tokyo, 
counting those who win bene- 


fit from inheritance, the figure 
goes up to 80 per cant It to 
thus difficult to forge a consen- 
sus for reform when many will 
see it, rightly or wrongly, as 
against their peraonal interest 

Encouraged by dtetorttoPB in 
the tax system, people hold on 
to land because they expect 
capital gftiiw- ffinea the mar- 
ket except for a brief period in 
1975 following tbe first til price 
shock, has always delivered 
capital gains, people continue 
to believe that It always wflL 

After 40 years of price rises, 
most landowners are sitting on 
big capital gains, and most will 
have a good cushion to take 
losses. Even the banks, which 
have fuelled the latest specula- 
tive push in prices by lending. 

using real estate as collateral 
(often to buy more real estate), 
should be fairly secure. 

But there are still valid ques- 
tions about what would hap- 
pen if people’s expectations 
started to change because 

juices stopped rising far a long 
period, or started to fall. If land. 

prices crack, that could bring 
the stockmarket, now the 

world's largest, crashing in its 

wake and export this instabil- 
ity to the rest of the world. 

By acting now on Its concern 
about bmri prices, the Ba nk of 
Japan is showing its desire not 
to find out the answers to 
these questions. 












HOW LONG IS LONG TERM? 


_ The answer Is another question: how 
long do you need us for? Because, unlike 
other banks. The Long^ 

Japan will follow your business through 
from start to finish, untilalj your plans are 
successfully realized. ■ : 

That's a policy that, has helped us 


become one of the world's top 20 wholesale 
banks with over 60 offices around the globe. 

We were originally established in 1952 
to ensure a steady flow of long-term funds 
for industrial growth. 

Now we’ve expanded to operate in 
Long-Term Corporate Financing, Merchant 


LTCB 


Banking Services such as Project Finance, 
Mergers and Acquisitions, Leasing, and 
Investment Advisory Services, as well 
as a full range of additional Banking 
Services. 

Why not get in touch with LTCB and find 
out what lengths we’l| go to for you? 


The Long-Term Crecffl Bank of Japan, limited 

Branch: London (Of) 623-0511 RapmanWhw Offices: Franfkurt (069) 728258. Paris (1) 42-96-55-50, Mifan 2-732003, Madrid 1-664-5186. Bahrain 262900 
yiilwMwtaa: LFC8 international Limited (01) 6234765. LTCB (Europe) SA. (02) 513-90-20. LTCB (Schweiz) AG (01) 202-2710 
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The big brokers believe there’s life after the market dive, but... 


Diversification is on trial 


THE RISE of the Tokyo 
stockmarket through theiSBQs 
made life easy for the big four 
Japanese stackbraking compa- 
nies. 

The plunge in share prices 
will be a test of how well 
Nomura Securities, Dalwa 
Securities, Nikko Securities 
and YamaJchi Securities have 
prepared for the day die great 
crall ran finally tottered. 

“If this kind of market had 
happened five years ago,” says 
Mr Hitosbi Tonomura, an exec- 
utive managing director of 
Nomura, “We would have had 
problems. But now we have got 
various other businesses 
already built or being built, so 
I think we are in a much more 
comfortable situation.” 

The companies say that their 
real worries are Long-term - 


Ministry of Finance-inspired 
plans for further cuts in brok- 


plans for further cuts in brok- 
ing and underwriting commis- 
sion rates; the prospect that 
barriers res tri ct in g the entry of 
banks into the securities may 
be lifted; the constant chal- 
lenges of expanding overseas. 

Nevertheless, a prolonged 
decline in investors' Interest in 
Japanese equities would have 
an ranging impact on the bro- 
ker’s businesses. Underwriting, 
own-account trading and brok- 
ing would all suffer if investors 
were to stay away from the 
market for any length of time. 

Even after a decade of inter- 
nationalisation, the health of 
the Tokyo stockmarket is Still 
the biggest deter minant of the 
big four’s profitability. Admit- 
tedly, Nomura’s commission 
income from broking equities 
has fallen from more than so 
per cent of total revenues in 
the early 1980s to 43 per cent in 
the year before the October 
1987 crash and 32 per cent in 
the six months to the end of 
last September. But that is by 
far the largest single compo- 
nent of profits, as it is for the 
other big four brokers. 

Moreover, the brokers were 
shielded over the past year 
from a 16 per cent decline In 
turnover on the Tokyo Stock 
Exchange's First Section by a 
sharp increases in share prices. 
If prices, as well as turnover, 
now stay down, brokers' prof- 
its are bound to suffer. 

Profits would already have 
been sharply lower had it not 
been for an explosion in equi- 
ty-warrant trading since 1988. 
Investors were attracted to 
these highly volatile instru- 


ments by the prospects of large 
profits, while the market was 
soaring towards its record 
high, reached last December 
when the Nikkei index hit 
38515. In the six months to the 
end of September last year, the 
big four made Y139.4bn profit 
from warrants, or 21 per cent 
of their total profits. Nomura 
alone made 73.4bn, an increase 
of 89 per cent on the previous 
six months. 

However, these profits relied 
on nnsustainably wide spreads 
on the secondary market (hi 
the insistance of the Ministry 
of Finance, new rules are to be 
introduced to make trading 
more transparent and prevent 
brokers taking advantage of 
unwary investors. The profit 
margins will evaporate. 

The big four are expected to 
report record profits for the 
year to the end of March 1980, 
with the fuh benefit of the war- 
rants boom. Nomura is likely 
to make around Y530bn pre- 
tax, an increase of 7 per cent; 
Daiwa Y350bn, up 12 per cent; 
Nikko Y290bn, an increase of 


months to the mid of Septem- 
ber, Nomura and Yamaichi 
turned from profit to loss in 
New York, and Daiwa and 
Nikko increased their profits. 
For all four companies, New 
York is a source of new ideas 


as well as of profits - a 
“research and development 
centre", in Mx Tonoznura’s 
words. New products for sale 
in Japan include mortgage- 
backed securities, backed by 
US real estate assets. 

In London, the big four have 
been much more successful, 
principally because they could 
rely on servicing Japanese bor- 
rowers and lenders in the 
Euromarkets. They have 
expanded from thia base into 
local, markets, notably the UK, 
and have found it easier to 
make headway than in the US. 

Nevertheless, Nomura esti- 
mates that three-quarters of its 
business in overseas offices is 
with Japanese companies or 
their subsidiaries. Moreover, 
less than 10 per cent of total 
group profits for the big four 
come from their overseas sub- 


■ How Japanese securities firms train their 
‘company men” — page 12 of this survey 


13 per cent; and Yamaichi 
Y250bn, up IS per cent How- 
ever, the year from April 1 
could look very different 

The big four have been try- 
ing to diversify their busi- 
nesses since the mid-1980s. 
Nomura, in particular, has 
been attempting to transform 
itself into a widely-based finan- 
cial services group - encom- 
passing leasing, real estate, 
mergers and acquisitions and 
banking, as well as securities. 
Mr Tonomura says: “Histori- 
cally, our strength has a been 
based on the Japanese econ- 
omy, and our main products 
have been Japanese securities. 
The economy is strong, bnt 
there are temporary breaks in 
the Tokyo market So we now 
need to build an all-weather 
type of institution." 

Setting out the goal has been 
easier than achieving it Partic- 
ularly in New York, the big 
four found that their local com- 
petitors were too tough in the 
mainstream equities business. 
So they cut their operations, to 
concentrate on profitable 
areas, particularly those busi- 
nesses where they could serve 
Japanese clients. In the six 


They believe the proportion 
will grow, though less rapidly 
than they hoped in the mid- 
1980s when they plunged head- 
first into globalisation. The 
emphasis now is on putting 
profit before market presence, 
and on using the interests of 
Japanese investors as a base 
for building foreign businesses. 

This does not rule out bald 
moves — such as the alliances 
all four companies have struck 
with foreign groups in the 
mergers and acquisitions field. 
Nomura la the acknowledged 
leader with its $100m Invest- 
ment in Wasserstein, Perella. 
the Wall Street corporate 
finance company. Xt has also 
forged links with Banco San- 
tander, a Spanish group, and Is 
considering an affiance with an 
unnamed French financial 
institution. As a senior man- 
ager at one of the other big 
four says: “Human resources 
are the limiting factor in diver- 
sification. Nomura can afford 
to take more risks than we 
can. We will go step by step.” 

Even if the Tokyo market 
recovers unexpectedly quickly, 
the big four have good reason 


to continue diversifying. Bro- 
kerage commission' rates are 
likely to be cat again this year, ■ 
in response to investors* com- 
plaints about the cost of deal- ' 
tog in Tokyo. The fixed rate 
structure wfll not be abolished 
as in New York and London, 
however. Similarly, underwrit- 
ing fees are expected to be 
reduced. 

Under pressure from the 
finance ministry, tire big four 
have also steadily reduced 
their share of turnover on the 
Tokyo stockmarket, to below 
40 per cent from over 56 per 
cent five years ago. Some of 
this business has gone to big 1 
- four affiliate brokerages, such 
as Nomura's Kokusai Securi- 
ties. But some has been lost to 
genuine competitor s , indudtog 
foreign companies. The finance 
ministry, anxious to rebut 
charges that the big four can 
manipulate the Tokyo market, 
last year set a rule prohibiting 
a broker from famtUmg more 
than 30 per cent of. the daily 
dealings in any one stock. 

The four have accepted these 
changes in rules and rates with 
little protest for fear of antag-. 
onising the ministry over a 
mnnh more f undamental issue 
— the possible revision of 
Article 65 of the Japanese 
Securities and Exchange Law, 
which bars banks from the 
securities business. 

The banking bureau of the 

ffnanrp minis try has advanced 
a plan that would allow hm»l« 
to enter the securities market 
through separate subsidiaries, 
or through a a single invest- 
ment-banking subsidiary. They 
would, however, be restricted 
to institutional and corporate 
customers, not individuals. 

Tim securities bureau, which 
tends to represent the securi- 
ties comuanies’ Interests in thp 
ministry, is opposed to the 
r eform. But Japanese stockbro- 
kers are starting to believe 
that some changes are inevita- 
ble. Yanudchi's Mr Inoue says: 
"I think we have got to he pre- 
pared for som kind of change 
In the status quo. I think that's 
the reality at the situation.” 

Nevertheless, the law is 
unlikely to be changed before 
next year, at the earnest. Even 
if banks are then admitted, the 
executives of securities campa- 
nies can congratulate them- 
selves for having maintained 1 
their drfences for so long. 


Stefan Wagstyf 










Talk to Toyo Trust 


A vast range of activities 
As a leading trust bank in Japan, The Toyo Trust and 
Banking Co., Ltd., is active in a vast range of trust and 
banking activities, from corporate finance to investment 
management and corporate agency services, to pension 
trusts and real estate. 


Innovation that works for you 

A pioneer in services and technology for 30 years, 
we've put this lead to work for our clients by creating 
complex new instruments with swaps, options and 
futures. 

We have assets of over US$125 billion, a far-flung net- 
work, and an unshakable presence in offshore lending 
and investments. 

For financial reach and innovation, contact Toyo Trust 
We can show you more choices to finance your growth 
in the integrated, fast-changing markets of today. 
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THE TOYO TRUST & BANKING CO., LTD. 
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Subsidiaries: Toyo Trust Company of New York {New York), Toyo Trust International Limited (London), Toys Trust Finanz (Schweiz) AG (Zurich). 
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Medium-sized 
firms prosper 
through their 
banking links 


Bank-broker connections in Japan 


I Industrial Bank of Japan 


Now japan Securities 
Wako Securities 
Okasan Securities 


;ffo 


iDaHchi Kangyo Bank 


I Sumitomo Bank 


Nippon Kangyo Kakumaru 
Meilco Securities 


I Fuji Bank 


I Dai to Securities 


iTowa Securities 


Mitsubishi 


I Ryoko Securities 


MIDDLE-RANKING Japanese 
securities companies, which 
have lived-in the shadows of 
the big four for the entire post- 
war period, are about to make 
the rest of the world ait up and 
take notice. 

Financial liberalisation in. 
Japan will continue to weaken 
the relative power of the Mg 
four - Nomina, Daiwa. Yamai- 
chi Nikko — while eleva- 
ting to prominence a select 
group of medium-sized houses. 

The . trend is already clearly 
noticeable. The bag four’s share 
of dealing on the Tokyo Stock 

Krrhang P Tina - frTtan from 70 
per cent in the. 1960s to about 
-to per cent last year. 

Foreign brokers have , sin ce 
their first entry-info the TSE in 
September 1986, accounted fin 
some -of that loss. Foreigners 
took 6-to-7 per cent of TSE 
ripgiing last year. 

However, the main culprits 
responsible for- the loss of 
share for the big four have 
been aggress i ve, medium-sized, 
mostly bank-affiliated, Japa- 
nese securities houses, such as 
Nippon Kangyo Kakumaru 
Securities, New Japan Securi- 
ties arid MWlm Rurm-H-ton 

The medium-sized brokers 
have grown, thanks to their 
sharp focus on building up 
branch networks to cater to 
retail clients, at a time when 
small-investor interest in secu- 
rities investment has been 
booming: 

While the balance of per- 
sonal savings has nearly tri- 
pled to Y960,000bn over the 
past decade, the share of 
savings invested in securities 
more than doubled to about 21 
per cent Thus the potential 
pool of small-investor funds to 
be moved around the market 
has more thm quintupled over 
the decade, creating a commis- 
sion bonanza for retail brokers. 

And, despite the Tokyo mar- 
ket's recent weakness, medi- 
um-sized brokers axe likely to 
prosper and grow in relative 
size and profitability in rela- 
tion to the big four for years to 
come. 

“Over the ™«h™i term, as 
Japan becomes more affluent, 
individuals are becoming 
aware of savings al t e rn a ti ves,'* 


says Paul Heaton, Japanese 
securities Industry analyst at 
W-LCarr (Overseas). Tn such 
an .environment, securities 
companies whose business 
depends on individuals will 
continue to prosper.” 

Two factors have played 
to grther to direct most of the 
benefits of the Japanese securi - 
ties investment boom towards 
the bank-affiliated brokers. 
One has been deregulation, 
which has seen commission 
rates on large stock transac- 
tions slashed by 58 per cent 
over the past decade. However, 
small-lot commissions have 
remained This baa hurt 
the big four, which depend 
heavily on institutional deal- 
ing; while leaving retail bro- 
kers unscathed. 

The shift in brokerage rates 
in favour of retail brokers 


Kyokuto Securities 
Shinyei Ishlno 


Long Term Credit Bank 
Daiwa Bank 


jDaHchi Securities 


Cosmo Securities 
Maruman Securities 


I Nippon Credit Bank 


(Fukuyama Securities 


already a force to be reckoned 
with. With revenues of more 
than Y 209 bn, more than 
Y2.a,000bn under custodial 
management, 6,500 employees 
and $5 branches - 13 of them 
offshore - the company is 
hardly a minor league player. 

New Japan international 
division director, Mr Yuklo 
Unno, says that the company 
has a two-pronged business 
strategy. This entails a contin- 
uation of the steady build-up of 
the retail business, while 
simultaneously expanding 
areas such as futures and 


The shift in brokerage rates In favour of retail 
brokers looks likely to continue 


looks set to continue. “During 
the next decade we expect to 
see lower commissions on big 
deals, but we doubt that small- 
deal rates wffl be reduced sig- 
nificantly,” says Mr Heaton 

The second factor has been 
the hacking and technical sup- 
port of rich bank shareholders, 
which has enabled a continu- 
ous programme of branch 
expansion while building up 
previously non-existent income 
streams from underwriting, 
bond dftflUwg and international 
business. 

Typical of the medium-sized 
brokers that have prospered on 
retail network expansion and 
hank affiliations is New Japan 
Securities, an associate of the 
global hanking and financial 
markets powerhouse. Indus- 
trial Bank of Japan. 

New Japan is Japan’s fifth- 
largest broker, and by the stan- 
dards of the Japanese industry 
is still quite small in relation 
to the big four. Its total reve- 
nues are less than half those of 
the smallest of the big four, 
Yamaichi. 

Yet, Woa many 

Japanese brokers, by world 
standards New Japan is 



options riftflltng , bond dealing, 
underwriting, international 
operations and mergers and 
acquisitions advice. 

All the newer activities, 
which each account for a small 
percentage of the company’s 
revenues at present, will 
require a gradual change in 
the company’s emphasis over 
time towards corporate and 
institutional broking. 

About 80 per cent of New 
Japan’s commission income 
comes from retail brokerage, 
and that will not change 
q iririrty - A good share of that 
income comes from the group's 
burgeoning investment trust 
operation, Taiyo Securities and 
Investment Trust & Manage- 
ment, which manages 
Y2£J)00bn on behalf of 800,000 
small investors. 

Despite their surging reve- 
nues, several question-marks 
hang over the ability at bank- 
affiliated Japanese broking 
houses to become international 
players such as the big four. 
The main question still to be 
resolved is on how the Minis- 
try of Finance will allow the 
bank-securities company rela- 
tionshfp to develop. 


Section 65 of japan’s Securi- 
ties Industry Law forbids 
banks to own more than 5 per 
cent of brokerage houses. 
Although some banks, espe- 
cially Sumitomo, have got 
around this problem by using 

friendly associates to hold 
shares, limi ted capital bases 
have hampered the role that 
bank affiliated brokers can 
play in some activities, esp e- 
cially the lucrative underwrit- 
ing game. 

Japan’s Financial Systems 
Research Council has recom- 
mended that banks be eventu- 
ally allowed to enter the secu- 
rities business - opening the 
way for the banks one day to 
absorb their broking affiliates. 
However, resistance to this 
proposal from the big four bro- 
kers, which at present out- 
weigh bankers in the political 
world, is likely to remain 
strong, 

The big four know all too 
well that the marriage of a 
financial giant, such as the 
industrial Bank of Japan, with 
a strong retail broker, such as 
New Japan, would be tough to 
match, and they are deter- 
mined to fight all the way. 

Mr Unno says that, at pres- 
ent, it appears that IBJ - 
which has three directors on 
New Japan's board - may 
never be allowed to absorb the 
broker. However, he says 
co-operation and ties between 
the two will inevitably 
increase: 

“For the time being, New 
Japan and IBJ cooperate with 
each other whenever we can. 
IBJ can't do securities business 
in Japan, and we can’t do any 
banking business, but we can 
definitely hpip each other. But 
nobody can forecast what will 
happen five or 10 years from 
now.” 


NEW JAPAN 
SECURITIES CO., LTD. 


The Future’s Now 


As one of the largest futures traders 
in. Japan we are in the forefront of 
developments of new and innovative 
products which are changing the face of 
Jap an V financial markets. Backed up by 85 


domestic and 13 -international offices, we 


offer 24 hour coverage around the globe. 


For New 

Products and New Markets 


NEW JAPAN 
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EQUITY WARRANTS: unless new issues are forthcoming, the market faces a period of natural shrinkage, says Stephen Fldler 

Efforts to reform may be irrelevant if the bull run is over 


THE 1990s have already 
brought two significant threats 
to the Japanese equity warrant 

market: the chance that the- 
Ministry of Finance would 
damp down on it, -and the. 
severe weakness shown by the 
Tokyo stockmarket in the first 
two months of the year.- - 

S e en ri tles houses appear to 
have secured a compromise 
from the MoF on the first 
issue, conceding greater trans- 
parency for investors in the 
market bet avoiding aspects of 
I the nrinfetry's original propos- 
als that they believed would 
have severely dampened trad- 
ing: 

On the second issue, they are 
more helpless. Despite efforts 
to shore up confidence, there is 
a growing view that the Tokyo 
bull market, which allowed 
many in the equity warrants 
business to sustain-'such a rich' 
living for the last two years, is* 
over. 

The consequences of that are 
not just significant for the 
Tokyo market - it has been 
the second most profitable 
business area for several of the 
big Japanese securities firms 
- but also for London. With, 
the Eurobond market other- 
wise in doldrums, the substan- 
tial crumbs from the equity- 
warrants taMft that- have faWwi 
* to non-Japanese underwr iter s 

' have bwtn crlfcteal in mm fariiring 

some Eurobond operations in 
the City. 

Equity warrants are essen- 
tially long-term call options - 
the right, but not the ohBjta- 
tkm, to buy shares in specific 
companies at a predetermined 


Eurobond new issue 
volume 


price. - Hundreds have been, 
issued throtigh the London 
market, , atta ch ed to bonds pay- 
ing low-interest Tates. The war- 
rants -are stripped from -the 
bonds, which have tax advan- - 
tages far some Japanese, inves- 
tors, abd trade on their own. >■ 
Estimates vary, but at least 
70 per cent of the market 
comes' back to Tokyo, and 
many of the warrants are sold, 
to individual investors looking- 
for a highly-geared bet cm spe- 
cific companies. - 
The -issues brought Japanese 
companies a very cheap source 
of funds. Swapping the dollar 
proceeds' bade into yen has at 
times over the last two years 
allowed companies to borrow 
at negative interest rates.' But 
wfrw»« the differen- 


tial between US dollar and yen 
interest rates narrowing, swap- 
ping funds in this way became, 
lea and tea a ttractive. Even - 
before the two developments 
emerged which have worried 
equity warrants traders this 
year, Japanese companies 
s tarted to step up -issuance of. 
equity waii'wifc bonds denomi- 
nated in yen in tlm Tokyo mar- . 
ket, a potential problem far the 
Gtty. 

; The Japanese Ministry of 
Finance was undoubtedly wor- 
ried by the vast profits being 
g e ne rate d by .the business, and 
was apparently receiving an 

fnprpairfng n nm hflr of COm- 

plaints from small Investors . 
that the prices at which they 
were buying warrants was 
often way. above a fair mar ket 


value. While the market con- 
tinued to go up, this was lea 
obvious because everybody, 
including the small investor, 
seemed to make money. 

The ministry was apparently 
also sensitive to claims that 
warrants had been used to 
sweeten deals for larger cli- 
ents, which could be hidden by 
the lade of price transparency. 
According to one dealer, the 
ministry's objective was to 
make sure prices woe trans- 
parent, fair across the 
and that investors were pro- 
tected. This resulted in a pro- 
posal. that equity warrants 
should be listed on the Tokyo 
Stock Exchange. This sugges- 
tion, while not ostensibly motir 
vated to attack the' London 
market, was nevertheless 


taken by some foreign houses 
as just such a protectionist 

Many in Tokyo saw the 
Tokyo Stock Exchange with its 
matched-orders system as too 
cumbersome to trade such a 
highly geared product as war- 
rants. Furthermore, 
over-the-counter trading in 
w a rra n ts could hardly be abol- 
ished, because the London 
market would continue to 
trade on that basis. 

The securities firms 
responded with a suggestion 
which appears for the most 
part to have satisfied the min- 
istry's objectives. They aim for 
Imp r o ved market transparency 
by putting the prices of the 300 
most actively traded warrants 
and the 500 less actively traded 


on screens which can be seen 
in stockbrokers’ offices around 
the country. 

On top of that, a broker’s 
broker wiU be put in the centre 
of the market ypd will register 
trades. Such a development is 
Hkely to take place well before 
the end of the year, although 
the full scope of the plan does 
not yet seem to have been 
mapped out 

But these efforts to reform 
the market may be of little 
Importance if the market itself 
disappears. Equity warrant 
trading volume by the Mg four 
securities companies was 
rep or tedly down to YL270hn in 
January, a 60 par cent fall from 
the levels in November and 
December. There was little evi- 
dence of any upturn in Febru- 


ary, and late in the month, 
stock market gyrations meant 
die market was in suspension 
for long periods. 

Although it is possible to use 
w ar ra n ts in more sophisticated 
defensive investment strate- 
gies, there Is little evidence, 
according to Japanese securi- 
ties firms in Tokyo, that they 
are used much in that way in 
Japan. 

For example, investors can 
hold warrants and cash in 
place of the underlying stock, 
allowing the investor to gain 
from any rally In the share 
price, limiting his downside 
loss to the extent of the war- 
rant investment allowing 
him to earn a yield on the cash 
that would be greater than the 
traditionally iwnaii dividend on 


the underlying shares. How- 
ever, most Japanese buyers are 
little more than pu nters, whose 
interest in the pro duct will 
surety wane if the market con- 
tinues to fall or even If It 
steadies. 

AU this b happening at a 
time when the first equity war- 
rants issues are starting to 
mature. More than 80 issues 
are estimated to be m aturin g 
Hifa year, the figure will 
double in 1990. Unless new 
issues are forthcoming - and 
that will only happen If the 
stockmarket is buoyant and 
dollar Issuance remains com- 
petitive against issuing yen - 
the dollar equity warrant mar- 
ket is embarking upon a period 
of natural shrinkage. 


The Government bond market 


High yields could keep cash at home 
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THE SEEDS of the recent 
weakness of the Japanese gov- 
ernment bond' market were set 
as long ago: as 1986. Then, 
under the auspices of the Lou- 
vre accord agreed among' the 
Group of Seven industrialised 
nations, Japanese interest 
rates were brought down to 
prevent an appreciation off the 
yen against the US dollar. 

This easbur of interest rates 
to their lowest level hIwm the* 
war, culminating in- the fcn in 
February 1987 of the. official 
discount rate to 2 % per cent; 
was in the view of eonteeoono- 
mista, too .lax' for the good of 
the domestic economy; This 
led, they believe, not only to 
sharp rises In the money sup- 
ply, but . to an explosion in land 
and stock prices. Uliiniately, 
the overhang: of domestic 
liquidity fed into, the interna- 
tional market#, leading to 
weakness of the yen. 

ft was the weakness of the 
yen, and its potential conse- 
quences for Inflation ih Japan , 
mat led to .the latest bout .of. 
weakness in Japanese govern- 
ment bonds.* ** 

This was exacerbated by a 
highly public disagreement 
between the Bank of Japan and 
the Ministry of Finance over 
whether the official discount 
rate nhtmid be Med fr om tha • 
4% per cent leveL It also 


occurred against a backdrop of 
rising longterm interest rates 
around the world, on the basis 
that the economic < w<wrtm» in 
eastern Europe will suck in 
Capital from the rest of the 
• world and thereby raise its 
prioA ■ 

In Fehtuny, Japanese bond 
prices weakened such that the 
yield on 10-year benchmark 
government band rose above 7 
per cent, despite the efforts’ of 
the Mini stry ofFlnance to prop 

SSase of bonda^^^ebt con- 
solidation fnnd. lt was the first - 
time that the fund had been 
.heed since the period of weak- 
ness In bond markets world- 
wide in 1987, which preceded, 
and may ultimately have trig- 
gered, the crash of stockmar- 
kets in October of that year. 

.. .To some followers. of the 
market, those yields represent 
' a buying opportunity. Some 
econom is ts -believe that con- 
cern about increases in retail 
prices has been overdone, sag- 
_gesting that .the core inflation 
rate is some 1% per cent. This 
gives a significant real rate- of 
return on Japanese bands, not . 
seen for. years. 

Nonetheless, most interna? 
tional investors will stay away 
from Japanese government 
bOndS, because of the 20 per 
; cent withholding tax levied on 


Interest payments remitted 
overseas. There is evidence, 
though, that some investors 
exempt from withholding tax, 
such as central banks, began 
buying yen fixed-income bonds 
in February. R ep o rts in Tokyo 
suggested the Saudi Arabian 
Monetary Agency, the Mone- 
tary Authority of Singapore 
and the Bank erf England were 
all buyers, with purchases 
totalling about YXOObn. 

- Further evidence of growing 
interest in the Arid coma from 


It was the weakness 
" of the yen, and Its ' 

- potential 
- cons eq u en ce s ter 
Inflation In Japan, that 
led to the latest bout 
of weakness In 
Japanese government 
" . ' bonds 

the World Bank. Late last 
month, it launched a YSOim 
bond 'issue* -in an attempt to 
establish a benchmark and 
take advantage of some 
renewed interest in the sector. 

The main question from an 
international perspective is the 
Mt«mt to winch higher bond 
yields in Japan will divert the 
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attention of Japanese institu- 
tional investors from foreign 
markets, particularly the US 
Treasury market, where they 
have been important buyers. 

Although not strict compa- 
rable, bond yhdds in Japan of 
around 7 per cent, compared 
with US Treasury yields of 
around VA per cent. That dif- 
ferential is the lowest for a 
long-time, awh barely enoug h 
to compensate the Japanese 
investors for the foreign 
exchange risk they ran by buy- 
ing dollars. 

However, most observers 
believe there wifi not be a huge 
flight of ftimia from the US 
market to Japan, although new 
commitments seem likely to 
favour tKw hnmo market mare 
than in the past Indeed, Japa- 
nese investors are already 
increasing their commitment 
to Japanese bonds. 

There are two reasons most 
cited for why there 
will not be a flood home. The 
first s u r roun ds the weakness 
of the yen, which hmmiw that 
— after years of losing out 
bec a use of Ihe yen's appreda- 
lion — Japanese investors 
overseas are benefiting from 
currency movements. While 
they are extfoying the ride, they 
may be less inclined to get c£ 

The normul concerns the rel- 
ative lack erf liquidity in their 


home market, compared with 
that of the US. 

Despite expectations that the 
situation would have changed 
before now, an overwhelming 
amount of trading in the Japa- 
nese government bond market 
takes place in one 19-year bond 
issue. This benchmark - at 
the time of writing, the No 119 
issue maturing in June 1999 
and carrying a &£ per cent cou- 
pon - is established by market 
consensus. But because it Is by 
far the most heavily traded 
issue, it carries a yield often 
significantly below that on 
other comparable bonds with- 
out benchmark status. 

The benchmark affect has 
ameliorated somewhat over the 
years as foreign houses, partic- 
ularly from the US, have 
attempted to profit by arbitrag- 
ing the anomalies impHefl by 

this convention, while the 
development of the JGB 
futures also offers an interest- 
ing alternative for speculators 
to the benchmark. Nonethe- 
less, most of the issues in the 
market are bought and locked 
away, mating it very difficult 
to ahakn out sufficient Mnftlnt 
of bonds in sufficient size if 
buying suddenly stepped up. 

Mr Kermlt Schoexiholtz, a 
vice president in the economics 
department at Salomon 
Brothers in Tokyo, said: 


Bank of Japan: a public disagreement with the ministry 


“There Is a trend over time 
towards increasing liquidity In 
a broader array of yen assets, 
but it’s a development which 
has happened more slowly 

than many of US thought. 1 * 

The other issue is the net 
redemption by the government 
of medium-term bonds. While 
not going so for as the British 
government in buying back 
bonds, it is issuing less than it 
is redeeming. This arises partly 
from the government’s budget 
surplus, and partly because of 
ihn Ministay of Finance's pol- 
icy of increasing issuance of 
short-term yiw HiHwnt paper* 
It has said it wants to see a 
market of about Yfibn in 
short-term go ve rnment bonds. 

According to Yamaichi 
Research Institute, net redemp- 
tions in the mwwin m 4»fm mm* - 
ket stood at Y870bn id 1988 and 
grew to Y1 ,6971m last year. Its 


estimates pot 1990 net redemp- 
tions at Y550bn. 

In the primary market, some 
arguments have almost 
become a thing of the past. The 
main vestige of the old system, 
which denied foreign firms 
access to the new-issue market, 
is the fact that 60 per cent of 
the monthly auctions of 10 - 
year paper still go to the tradi- 
tional underwriting syndicates 
- although those syndicates 
now Include some prominent 
foreign firms — including one, 
Salomon Brothers, on a perma- 
nent basis. The rest is auc- 
tioned. Foreign firms would 
still like to see the whole of the 
10-year issue auctioned - it is, 
after an, the most significant 
maturity — but some of fr* 
hast seems to have gone out* of 
the matter. 

Stephen FkHar 
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Stephen Fidler on short-term money markets 

The Bank lets go 


THE UNDKR-development of 
Japan's Short-term financial 
markets has long been one of 
the sources of tension between 
the US and Japan. 

Failure to develop adequate 
short-term markets, of the type 
common in most western 
developed economies, has ham- 
pered, the US has nialwwai , the 
use of the yen as an interna- 
tional currency. 

The Bank of Japan, while 
sensitive to the US complaints, 


has had another perspective. 
Deregulation of the financial 


Deregulation of the financial 
markets over the last decade 
has resulted in a fading of the 
e f fe ct i veness of the Bank's sys- 
tem of window guidance. It has 
f pq nfl it much more diffi cult to 
influence monetary conditions, 
and the markets over which it 
had the most influence were 
declining In importance. 

Hie Bank’s official discount 
rate, the benchmark that used 
to lead movements of interest 
rates across the economy, has 
also become a lagging, rather 
than a leading, indicator of 
monetary conditions. Until as 
recently as last January, banks 
still baaed their short-term 
prima rate at a margin over 
this rate; but, since then, they 
have switched to a more mar- 
ket-related system of flharg iii g 
corporate customers, which is 
based on their average cost of 
funds. 

The Bank’s Influence, for 
pTggTttplw, was high in the call 
money markets, in which 
banks are the only partici- 
pants. However, because inter- 
est rates in these markets had 
been kept artificially low. 
Hanks with surplus funds were 


inclined to lend them where 
returns were higher - in the 
open, or gensafd, market, 
which is open both to financial 
and non-fixumcial companies, 
or into the Euroyen market, 
outside Japan. So, while the 
call money market stagnated, 
these markets, in neither of 
which the Bank had influence, 
grew rapidly. 

The most significant recent 
reforms were enacted in 
November 1988, and were 
intended to plug maturity gaps 
in the short-term markets. The 
Bank started to sell short-term 
discount bills - previously 
only issued in one-month to 
six-month maturities - of 
one-week, two-week and three- 
week maturities. In addition, 
the maximum maturity in the 
uncollateralised call money 
market was extended from 
three weeks to six months, 
while that in the traditional 
collateralised call money mar- 
ket was reduced to six days 
from three weeks. 

In January last year, it fur- 
ther narrowed the miniranm 
unit of dealing in the call 
money and bill markets to £ 
percentage point from & point 
In April, it decided to expand 
the bill and noc-collaterallsed 
call money markets out to one 
year. 

Following the practice, for 
example, of the Bank of 
ttngjariri, in August it started 
to publish information about 
the demand and supply of 
funds in the short-term mar- 
kets and its operations. In May, 
it added commercial papa: - 
short' term corporate IOUs - to 
the range of instruments in 


which it was willing to conduct 
open-market operations, a 
move farther supplemented by 
the addition of treasury trills to 
the fist in January. 

These moves nave allowed 
the maturity focus of the cen- 
tral bank's open-market 
operations to shift right 
to wards the short end of the 
maturity spectrum, concentrat- 
ing on maturities oftip to three 
weeks, when previously the 
focus had been out to three 
months. As a Bank of Japan 

nfflpiai explained: 

“Spe culati on on th e path of 
future interest rates starts in 
the two- to thzeemanth area, 
while in the shorter-term mar- 
kets there is much smaller 
pressure of expectations. We 
can now leave the market to 
decide the level of the three- 
month wn, " 

In other words, the less 
influence the central Hmic has 
on longer-term interest rates, 
the better. 

The reforms, while widely 
welcomed, have not solved the 
Bank’s diffirnitfea. For exam- 
ple, the Government's budget 
surplus means it is not 

twlfwrf In la m e lnry awnnrrta 

of treasury bills, leaving a 
shortage' of paper with which 
to conduct such operations. 
Another potential source of 
paper are the so-called Finance 
Bills, which are issued to the 
Bank of Japan by the finance 
Minis try. However, the minis- 
try has jealously guarded its 
right to issue wn« to t>M» 
Bank at below-market yields, a 
factor which limits their use in 
open market operations. 

limitations on the negotia- 
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bility of hank certificates of 
deposit makes them less 
ideal as an . instrument for. 
operations, while commercial 
paper is of varying quality. 
There is no market in bankers’ 
acceptances — the commercial 
MU that In the UK is a prime 
target for the Bank of 
E nglan d’s open market 
operations. 

■ stQL the reform of the sector 
is not yet complete. According 
to finance ministry officials, 
the next moves will attempt to 
bring more transparency to the 
collateralised call money mar- ; 
ket, where government bonds 
and other high quality instru- 
ments act as collateral. At tile ; 
moment; interest rates in this i 
market are fixed daily accord- 
ing to a formula, by brokers I 
rather than by the parttdpat- 1 
ing hanks m the ippt* 1 * The 
ministry wants to see tile rates 
established in a more conven- 
tional way. 

Legal restrictions on foreign 
institutions in Japan's 
short-term markets are now 
negligible, but they atm face a 
web of corporate re l a tions hi ps 
with banks and interlocking 
Sh areholding s which are diffi- 
cult to comprehend. 

Japanese banks QgHt aggres- 
sively to retain their corporate 
relationship, as evidenced by 
the battle for fho commercial 
paper market, a market to 
which the secu rities houses 
have been given access. 

Amwrifrng to bankers famil- 
iar withthe market, which 
opened in November 1987, 
much commercial paper is 
issued by companies to banks, 
and the proceeds axe placed at- 
higher rates in bank certifi- 
cates of deposit or on time 
deposit. This loss-leading strat- 
egy would not be counte- 
nanced by a US bank, but Is 
possible because many Japa- 
nese banks focus on their aver- 
age rather than their marginal 
cost of funds. 


1971 by Mitsubishi Bank. He, 
Hke other executives, has been 
seconded from the bank, and 
the company is y et to p roduce 
a homegrown executive. ■. 

“We don’t really have a long 
history. We are looking for- 
ward to the next generation of 
Diamond Lease people running 
the country. Until now, we 
have not had people join this 
company md go through to the 
top,” said Mr Kashiwagi, who 
worked far SO yean in Mitsubi- 
shi's accounting department 
before transferring to Diamond 
Lease seven years ago. 

While leasing companies are 
benefiting from Japan’s labour 
shortage, Mr Kashiwagi said 
that the shortage could also 
temper corporate ambition, 
slowing the strong growth in 
capital expenditure seen In the 
last year. 

Japan's economy is expected 
to grow at 5 per cent in the 
year to end March this year, 
and the Government is aiming 
for a 4 per cent increase in 
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Robert Thomson on consumer credit 


Youth gets its cards 


CREDIT SAISON is a 
consumer credit company, 
whose Salson Card, initially 
designed for in -house use i n 
the group’s department stores, 
has become an international 
credit card. 

A problem of success is that 
the Saison. Card is being used 
increasingly in the depart- 
ment-store. competitors of Sat 
son, according to Mr Satoru 
ffiromoto, a general manager 
at Credit Saison. So the com- 
pany will have to start over 
again with a new lxthouse 
credit card. 

The reflects the growing 
cxedit-consdonsness of Japa- 
nese people. The annual 
growth rate of consumer credit 
in Japan over the last five 
years has averaged U per cent, 
with total consume - credit use 
in the year to end March 1989 
at Y49,836bn, of which 
YZUH7bn was shopping credit 
and Y28,819bn consumer 
finance. 

Mr Takashi Kasahara, w ni or 
manager of the individual 
banking division of Mitsui 
Bank, said young Japanese 
were the most important 
growth market for credit, ns 
they carried an increasing 
number of cards — four or five, 
fnnT nrtiTig house cards, was 
common - and were witting to 
purchase more on each card. 

“A Mg difference is in the 
habits people have in using the 
cards,” he said. “In the past, 
Japanese did not use the card 
unless they were making a 
purchase over YIO.OOO. but 
more and more young people 
are raring cards far all ™rir 
purchases. 


"They start off with house 
cards, and when they settle 
into a company they give in to 
the pressure to get a credit 
card. When they reach 30 to 35, 
they want to get a gold card.” 

The largest issuer of credit 
cards in Japan- is Nippon Shin- 
pan, a consumer credit com- 
pany, which, at the end of 
Match last year, had 12m cards 
issued under its logo, and eight 
bouse cards issued on behalf of 
other, mostly retail, compa- 
nies. JOB had 13.65m cards, 
Sumitomo Credit 11.6m, and 
Union Credit &73m. 

Mr Sbhdchi Kp tp tp 3 , section 
manager of Nippon Shinpan’s 
general affairs division, said 
that Japanese in their 20s and 
30s comprised about 60 per 
cent of the new customers for 
cards, and tha t the ave rage 
mmiwii growth of cards over 
the last 10 years bad been 14 
pear l ymt - . 

Credit competition is forcing 
diversification by Nippon Shin- 
pan, which last year earned 
29.3 per cent of its revenue 
from loans, 288 per cent from 
shopping loans, 1522 per cent 

from guarantees, 12.7 per cent 
from credit cards, and 1(13 per 
cent from leasing. A mix of 
real estate and other activities 
made up the remainder. 

The company is attempting 
to use the credit-card network 

to remtfnUgn m fha hnwi taiing 

interests of young Japanese, 
and has interests in English- 
language schools, a scuba-div- 
ing club, and an Australian 
beach-resort development 

We issue our credit card to the 
divers and «m offer them 


discount prices at the resort,” 
«lii Mr Kagame. 

As Japanese tourism abroad 
k«« increased, local cards have 
increased their tie-ups with 
international card companies, 
and so Nippon Shin pan, in 
October 1987, was the first 
non-banking company in Japan 
to secure agreements with 
Mastercard and Visa. In Janu- 
ary 1988, Saison and Daiei, 
another department store 
group, also signed contracts 
with the two companies. 

Saison baa found that about 
60 percent of its new cardhold- 
ers are women between the 
of 20 end 40, as the com- 
pany has traded on the fash- 
ionable image of the depart- 
ment store group and of its 
connection to modem arts. 

The balance of outstanding 
consumer credit has risen 
sharply in Japan, in contrast to 
the US, according to the Japan. 
Consumer Credit Industry 
Association. In financial 1984, 
the ratio of consumer credit to 
disposable income in Japan 
was per cent (In the US. it 
was 19.3 per cent Y, in 1986, the 
figures were 13.7 per cent (2L5 
per cent), and in 1988, 17.7 per 
cent (20.9 per cent). 

The continuing growth and 
increasing competition for the 
market has provoked often bit- 
ter wran g lin g between non- 
hank ftranrial institutions and 
the banks, which also have 
numerous affiliates in the 
industry. 

Arguments have become 
even more bitter in recent 
weeks, because the Ministry of 
Finance has just refused the 
non-banks permission to issue 


commercial paper. The minis- 
try argued that the new funds 
could be used to issue exces- 
sive housing loans and flutter 
stimulate the land price spiral 
in Japan. 

Nippon Shinpan and other 
non-bank institutions, which 
are overseen by the M i n istry at 
International Trade and Indus- 
try (Miti). say the finance min- 
istry's decision is part of a 
campaign of “non-bank bash- 
fog”, while Mitsui and other 
fornix say the ministry’s deci- 
sion was correct, 

Mr Masashi Harada, deputy 

general manager of the tafivWr 

ual hanking division at M itsui 
Bank, says that a bigger rote 
for non-banks on the credit 
mar ket could “result in big 
confusion", and disrupt the 
present orderly system of 
“banks providing capit al at 
lowest possible interest rates , 
and paying the highest possi- 
ble interest rates to our cus- 
tomers". . .. 

“On housing loans, tnere is 
no written rule, but undo’ an 
understood argreement, banks 
will only provide money if peo- 
ple are buying their own house 
or building an apartment 
block. We do not give money to 
people who buy and sell land 
for speculation,” he said. 

But the non-banks say that 
85 per cent of real-estate 
finanrj is provided by the 

ha n Ire and financial Companies 

owned by the banks; and Mr 
Shinichi Kazama at Nippon 
Shinpan, said that the basic 
policy at the finance ministry 
appeared to be "to protect the 
interests of the banks”. 

He said that the non-banks 
wanted to issue commercial 
paper to diversify sources of 
fund-raising, and that, while 
they were allowed to issue war- 


rants in Europe, that money 
could basfoaiiy be used only for 
infrastructure and equipment 
spending, «nd not for l en d i ng 
to customers. 


FOR JAPAN’S leasing 
industry, a growing labour 
shortage and continued eco- 
nomic growth have provided 
unexpected opportunities. Con- 
tracts for labour-saving tech- 
nology, and for upgrading 
offices and factories, are keep- 
ing workforces content 

Business has been strung In 
recent years, with annual aver- 
age growth in contracts of 
around 12 per cent, and profit 
growth at 14 per cent for the 
major companies. In the finan- 
cial year to end March 1989, 
contract value rose 26^ per 
cent; with industrial machin- 
ery contracts up 37 A per cent' 
and marfiftiR tools showing an 
increase of 47.2 per rent by 
contract value. 

These are good times for an 
industry that still considers 
itself to be in the midst of mat- 
uration in Japan. The first 
leasing company waa founded 
in 1963, and the industry is still 
consolidating, with long-estab- 
lished companies diversifying 
and newer entrants feeling 
their way. 

Mr Shinichi Kashiwagi, a 
director of Diamond Lease 
Company, explained that his 
company was established in 
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1 
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cwmc—BM 

Value of leasing 

(taYbn) 

Component 

ratio 

(%) 

V— rty 
change 
(%> 

Value ot leasing 
contracts 
(Ytxi) 

Component 

ratio 

<%) 

Yearly 

(%) 

Large firms (with capital 
of YlOOm or more) 

2,151 

40.6 

107.4 

2.750 

41.0 

129.1 

Small- and medlum-eizad firms 
(with capital of lees than YlOOm 
and one-man firms) 

2,947 . 

5515 

118.1 

3.698 

66L1 

12&5 

Government agencies and others 

196 

3.7 

102.3 

283 

34 

132.8 

Total 

5,287 

100J) 

111.3 

6,717 

100.0 

1298 
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LEASING 


Labour dearth is double-edged 


fiscal 1990. The rate of Job 
openings to seekers has hov- 
ered around L320, while the 

unemployment rate is at 3-3S 

per 

“The labour shortage is 
something we must think 
about. One change is that 
young peoide are very different 
from ourselves in that they 
won’t do hard, sweaty work. 
They want to work, in a neat, 
bright office and not in a rab- 
bit hutch,” Mr Kashiwagi said. 

"A lot of companies are now 
thinking about redesigning 
their offices, so we are seeing 
more deman d for related equip- 
ment and expect strong 
itommH hi the future in tiua 
area.” 

He suggests that rising inter- 
est rates will force cost 
increases to be passed on to 
customers, flW| i could faMHt 
overall economic growth. In 
the past year, the Bank of 
Japan, the central bank, has 
lifted the official discount rate 
three times, and fears of a fur- 
ther increase have contributed 
to the Instability on the Tokyo 
Stock Exchange. 

In the year to end March 
1989, leasing contracts totalled 
Y6,717bn, of which 55 per. cent 
were to small and medium 
industries (capital of has Hum 
YlOOm), 41 per cent were to 
large firms and 4 per cent to 
g o v e rn m ent agencies and oth- 
ers. About 45 per cent at con- 
tracts were for office equip- 
ment, including computers, 
with 16.2 per cent for industrial 
machinery and 5.6 per cent for 
machine tools. 

A sign of the industry’s non* 
soHdation, apart from a fall in 
new entrants in the past five' 
years, is that long-established 
companies are emphasising 
new business areas. Orix/ for- 
merly Orient Leasing, has 
eight group companies 
involved in leasing, and opened 
its first leasing operation in 
1964, but is shifting away from 
its traditional business. 

Mr Kenji Kajiwara, depu t y 
general manager of the presi- 
dent's offic e of Orix, saUL that 
while leasing is profitable, “we 
believe thaw are more pr o fit s 
In other areas”. The company 
has bought a securities broken 
age, established a real-estate 


among companies in the leas- 
ing market; but the general 
aw a r eness was very low. We 
could only advertise our leas- 
ing business in finance maga- 
zines, not the popular papers 
or magazines. But now mat is 
different, with our credit com- 
pany and and real estate com- 
pany.” he said. 

Orix now has offices In 20 
countries, including a joint 
venture in China, but the infcea^ 
nationalisation, at the leasing 
industry was first spurred in 
the late 1970s by the Japanes e 
Government’s embarrassment 
si tiw country’s growing trade 
surpluses. 

In 1978, the Government 
passed regulations encourag- 
ing companies to increase 
imparts, resulting In a surge In 
purchases of aircraft, which 


were then leased to foreign air- 
lines. In less than two years, 31 
aircraft valued at $934m were 
purchased and leased, with the 
sales marked up as imports but 
not exports. 

The success of the exercise, 
which boosted the interna- 
tional expertise of Japan’s leas- 
ing companies, encouraged the 
Government to amend the For- 
eign Currency Exchange Con- 
trol Law in 1980, to permit a 
larger range of items to be pur- 
chased from and leased to for- 
eign companies. 

From 1981 to 1985, cross-bor- 
der or “shogun leasing” Is esti- 
mated to have totalled glSbxi, 
with aircraft accounting for 
about half of the total, and 
other items including rolling 
stock and plant The novelty of 
the practice began to wear-off 


with sharp appreciation of the 
yen, which magnified the 
local-currency burden of yen 
c ontracts, but the use at cur- 
rency swaps and other finan- 
cial devices has pushed busi- 
ness along a gain. 

For the cal en dar year 1989, 
total leasing contracts were 
Y6£88.7bn, a 12.2 per cent 
increase, but leasing contracts 
in the month of December fell 
3.9 per cent from a year earlier, 
which was a sideeffect of the 
introduction tfaBper cent val- 
ue-added tax on April 1 last 
year. In the months before the 
tax’s introduction, contracts 
surged, as company sought to 
beat the tax, ami so, in Decem- 
ber 1988, there was a 45:6 per 
cent increase in contract value. 


Robert Thomson 



Normchnkin is the world’s seventh largest 


($217 billion). 

The femrasl coraetshme 


interior famiahings, and pur- 
chased a baseball team. 

The purchase of the Hankyu 
Braves team in late 1988, from 
the Hankyu railway comp an y, 
has sharply increased public 
recognition of Orix, which Mir 
Kajiwara said Is a happy coin- 
cidence, because the compa- 
ny’s new business activities 
benefit from a higher public 
profile. 

“We had done a lot of' 
research and found that our 
company was well-known 


tgest provides financul amices to a large— and 

ttilHon growing— mternational client base. 

Norindrakm. Truly a solid foundation 
's three- in finance.- 


The Norinchukin Bcnk 


institutional investor; the Bank isa powerful 
player in both the short- and long-term 
financial marine 
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As foreign securities companies feel the benefit of financial liberalisation,.. 

US traders show their futures expertise 
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FOREIGN SECURITIES Arms 
t»\ japan are finally beginning 
to aee tight ai the end of what 
ham hwm foa: many a lon g and 
tortuous ttmneL 
Until recently, the chances 
of their having tnocb of an 
hnpact on Japan's tightly-knit 
financial community seemed 
fatrTy gHrrt Jjx fixe past, neWS 
.caocenring foreign firms had 
mostly to do with staff-cuts 


But, as financial Hbetetisa- 
tlom in Japan .has gathered 
ne^ new . forces have been 
introduced into the markets, 
helping to loosen the tight grip . 
of the large Japanese firms 
qv$r one of the world’s most 
lve industries. By taking 
Of these changes 


and putting more effort into 

dgs efopfalg a Kriliri fjj . 

eat base, foreign firms have 
been able to improve profitabil- 
ity while adding substantial 
weight to their presence in the 
Japanese financial wctML 

There is no doubt that the 
powerful Japanese firms still 
control the Ban’s share of the 
markets. But a number of for. 

eign firms have also been 
guide to turn the new develop- 
ments to their advantage. 

Last year, 48 foreign seem* 
ties firms in Japan were able to 
doub le their combined protax 
recurring profits to YXS.SSbn 
for the half-year to September 
SO. according to statistic 
released by the Nihon. Mai 
Shhnbtm, Japan's leading eco- 
yrnnift daifiy. 

Another study by a foreign 


securities firm found that the 
. 22 foreign firms that are mem- 
bers of the Tokyo Stock 
Bxtaange increas ed th eir share 
of activity an the TSE last year 
to.&2 per 

’Em share of foreign firms on 
the bond market has also been 
an the increase. In the period 
from April to December last 
year, six foreign firms made 
1&5 per pent of the successful 
bids for a total of eight 
long-term government bonds 
offered for tender. Overall, the 
proportion of Japanese Govern- 
ment Bonds ( JGBs) offered for 
tender is only 40 per emit, with 
the remaining 60 per cent 
to a bond syndicate, 
is over 90 per cent Japa- 


dered proportion was larger 
than the 1&8 per cent share of 
16 Japanese city banks and 
long-term credit banks. Salo- 
mon Brothers, the US firm, 
was the biggest bidder in the 
March 16-year government 
bond auction, taking the maxi- 
mum amount a single company 
is allowed of 72bn shares. The 
share of foreign firms in JOBs 
is expected to increase further 
when the proportion of bonds 
offered for open tender is 
raised to 60 per cent starting 
tills October. 

Pressure by foreign govern- 
ments on the Japanese authori- 
ties to open up the country’s 
financial markets and bring 
thwm more in ii«a with inter- 
national standards, has 
undoubtedly been a major 
force behind these change- 


But the foreign firms’ share 
of successful far t>m ten- 


TOKYO 13 the capital of the 
world’s second biggest eco- 
nomic power, and one of the 
world’s three financial 
centres. Yet no major foreign 
Bank at present in the city 
earns anywhere near a decan t 
retu r n an its investment. 

Almost all of the major inter- 
national banks are in Tokyo, in 
one form tar another; but that 
is mainly because they cannot 
afford not to be if they want to 
be ta k en serious!?. 

Soddtd Gdndrale, Basque 
Nationale de Paris, Crddtt 
Lyonnais and Barclays are the 
four biggest in terms .of 1 m* 
ance sheet size, with assets of 
Just over YLOOObn, or around 
$7bn apiece. However, their 
published p r o fits are minute. 
The bulk of the foreign banks 
in Tokyo have balance sheets 
of under YlOOtm (groom) and 
over 40 per cent reported pre- 
tax losses in the last account- 


William Hall on the identity crisis of foreign banks in Tokyo 

Still searching for the right role 


ing period. 
The fou; 


four biggest foreign 
banks made combined pre-tax 
profits of Yalta (921m), in the 
year to Marta 1989. and at the 
net level the figure shrank to 
YLTbn (filtm) BNP, the big- 
gest in terms of balance sheet 
and pnf l h, mada mwtax prof- 
its of YLSta, or th e equivalent 
of fizm Even the mi gh ty Citi- 
bank. which employs L3Q0 peo- 
ple in Japan apd is more prof- 
it-conscious than most, only 
reported pre-tax profits erf 
YLSta ($12m), in its last finan- 
cial year. 

It may be true that some 
banks hook much of their bust 
ness elsewhere to avoid oner- 


ous Japanese taxes, but there 
is a Hmit to how much fieribfir 
there is an this score. For- 
hank profitability ip 
i has beta, detaninsr for a 
long time, and as yet there Is 
fittie sign of fixe trend being 
reversed. 

fit 1986, when the earning* of 
the 78 foreign betas foil by a 
third, they still managed to 
report pre-tax profits of 
Yl4.6bn, or just under 9100m. 
In the last financial year, the 
number of reporting foreign 
banks had grown tq 88 but 
their pretax profits bad ftfim 
to Ylfodbn (972m). 

Even after crediting Y3s,7bn 
(9224m), of ex traord ina ry prof- 
its, the group earned turfy <M» 
per cent on their combined 
assets of Y2L858bim <$l45bn). 
As a rule trf thumb, a well 
managed bank can be expected 
to earn around 1 per cent on its 
assets. While no one would 
expect these aorta of return, in 
Tokyo, the c ur rent infinitesi- 
mal margins capnot be a ccept- 
able over the longer term.' 

Total net jntemt -7 

the difference between what 
banka pay for. their money add 
what they earn on 
- totalled Just Yl5bn (9100m). 
ft la no wonder that the banka 
are entting back their loan 
books and emphasising the 


of their non-interest 
which now amounts to 

- When Stephen Maripumtau, 
treasurer of Barclays* opera- 
tion, first came to Tokyo at the 
end of the 1970s, most foreign 
banks were conducting a typi- 
cal commercial banking type 
business, “The market was 
tawe&i we were restricted in 
what we could borrow offshore 
and we had a niche lending 
foreign currencies to Japanese 
banks.-, . . ' 

However , as the market was 
steadily optaed up, the foreign 
hanks found that their profit- 
aide niches began to disappear 
as the Japanese h a nks 
exploited their advantages of 
much cheaper cost of foods- 
“Many people assumed that 

Japanese banks would s u ff e r 

from liberalisation and the for- 
eign banks would succeed," 
says Mr Mtafonnrian. “Nothing 
could tie farther from the 
truth. Everywhere ts qver- 
h anke d and hheralisatlQn is a 
twuedged sword. - mile he is 
an advocate of fiberafisation. 
the piece-meal deregulation 
has hurt the foreign banks 
more than the Japanese banks. 

Until late 1968. for example, 
foreign banks were able to 
raise relatively cheap funds an 
foMcdlifcwINj nit! Hooray 


market This market had been 
created specially for the for. 
eign banka, they did 

not have access to customer 

-Unfortunately, many for- 
eign banks insisted that it be 

HTwaHgpri ft was mm» tbOV 

were shooting themselves in 
the foot," says Mr Maadpumtan. 
The Bank of Japan opened up 
Hw market to Janeneae banka. 
and their entry puahed up 

Interest rates. 

Mr BaMi Ziegler, 
of Union Bank of Switzerland's 
large Tokyo branch, agrees. 
“There was seme fl a w e d think- 
ing. If the cost of Japanese 
hanks’ deposits was pushed up 
by deregulation it would work 
in the fo reign banks’ favour, ft 
foy nut happened." 

The Ja panese banks do not 
want. to lose their customers, 
so they have been willing to 
lend below the marginal cost cf 
ftmrig which tee foreign 
have to buy. There can be few 
countries around the world 
where the major corporate bor- 
rowers can issue commercial 
paper and then take a turn by 
feTM^ng the proceeds to 
the bank through which the 
paper was issued, 

Ihe move towards securitisa- 
tion has also made traditional 
ggmiBKM todtag ifl»i am n o 


five. The final straw for many 
foreign banka in Tokyo was the 
jn yi«niy^fartimi of the Bank 
far international Settlements’ 
capital adequacy guidelines. 
This has had a tarty signifi- 
cant impact on the balance 
sheets ofthe more weakly capt- 
taHfad 17s h ywtat, in particular, 
ntwrfl, ft has highlighted the 
amount of scarce capital 
iwirtaH tn mu few loans csi which 
virtually nothing was being 
earned. 

Balance-sheet size )s still one 
way of demonstrating a bank’s 
commitment to the Japanese 
market, but an increasing 
number of bankers feel that, 
apart from pone end-year win- 
dow-dressing, it cannot be jus- 
tified. When there are periodic 
credit squeezes, as there is in 
Japan at present, the foreign 
betas reappear. However, 
increasingly they are only 
dtajg the Burinsss when a Jap- 
anew ^ 1>TI ^ provides a guaran- 
tee, because , this greatly 

reduqes the capital backing 

n ea d w 

Against this rather hostile 
background, most foreign 
banks we still struggling to 
find a role for themselves. A 
few of the smaller ethnic 
banks, which make no attempt 
to after a foil range pf banking 
make reasonable 


returns. Same of the longer-es- 
tablished banks banks cue still 
Tw in* fl u ng from cheap accom- 
modation, and Citibank is 
attempting to challenge the 
Japanese in tee retail banking 
market Japanese personal cus- 
tomers are said to have been 
poorly served by most big 
banks over the years. But 
many foreign bankers are scep- 
tical about tee chances of sue* 
<«■»» in thiq fi el d for even an 
aggressive bank like flithumk. 

Many foreign banks are fee- 
ing an identity crisis in Tokyo. 
They have to deride whether to 
continue to be big interna- 
tional players - with all the 
costs teat Involves - or opt for 
something less ambitious. Suc- 
cess in Tokyo depends on a 
bank’s focusing on its global 
strengths, such as trade 
ffnanpo giriun n>gi estate con- 
tacts, or treasury products. 
“You need a carefully tailored 
strategy," says Mr fflegier. “IT 
you are Just 10 per cent out in 
your costa, you feel it" 

At the moment, many of 
Tokyo's foreign banks are plod- 
ding along apii inning money, 
in the hope that, if they persist 
long enough, others wifi drop 
out. However, maintaining a 
Tokyo presence, with 400 or 500 
people, is very expensive. 

“In 10 yean time, Tokyo will 
still have over 80 foreign 
banka, but what they wDl be 
Aping wifi be totally different,” 
predicts Mr Mazloumian. 
“There may be 10 major banks, 
and 20 fo 30 niche players, fin 
rest wifi have to accept no 
more than a token presence." ' 


The decision to allocate a pro- 
portion of government bond 
Issues by open tender was 
reached only after intense pres- 
sure from foreign govern- 
ments. 

The success of foreign firms 
in the equity business has been 
attributed, in part, to a Minis- 
try of Finance rule that prohib- 
its the major Japanese firms 
from trading in more than SO 
per cent of of any Issue. 

“This helped to channel a 
substantial amount of business 
to foreign firms” says Mr Tak- 
eshi Murakami, Tokyo branch 
manager of Schroder Securi- 
ties. 

The development of Tokyo 
Into an international financial 
centre, with the start of new 
products, such as futures and 
options, has been another 
major boost to foreign firms. 
This is particularly true of the 
large US firms, which have 
been able to make use of their 
advanced technical expertise in 
trading these new instruments. 

Their skills in futures and 
options trading has helped the 
large US firms to keep their 
lead in market share among 
foreign firms on the TSE. Salo- 
mon Brothers placed first last 
year, followed by Morgan Stan- 
ley. Salomon’s was also the 
biggest earner with pretax 
profits of Y3£bn for the term 
to September 31, 1989. 

The US firms have been 
noticeably active lately in 
stock index arbitrage, a trading 
technique that alms to make a 
profit by taking advantage of 
the price discrepancy between 
the futures and the underlying 
cash indices. The large US 
Brain have been able to use 
their expertise in these fields 
to attract commission as 
well as to make profits an their 
own account 

European firms have lagged 
behind in this area. Although 
Baring s , the UK firm, ram* in 
an impressive second in pre- 
tax profits and third in market 
share last year, losses were 
conspicuous among European 
firms such as Barclays de 
Zoete Wedd and SBGI Securi- 
ties. 

No doubt there are a variety 
of reasons behind these losses 
but one Japanese broker who 
works at a TJI? firm sayK “Brit- 
ish firms are much more con- 
servative than American firms. 
They are survivors and can 
survive in any environment. 
But companies that are strong 


on survival tend not to be spec- 
tacular performers tat the good 
times." 

Some foreign firms have 
found that deve l o pin g strength 
in one particular area has 
helped them to pave a dear 
road to success. Last year, a 
spectacular surge, of activity in 
the equity warrants market 
contributed strongly to the rev- 
enues of c ompanies , such as 
Barings, which have tradition* 
ally strong warrants divisions. 
Schroders says that its 
strength in underwriting 
Issues an the Euromarkets has 
helped attract Japanese equity 
commission business. 

A malted change of attitude 
among Japanese Investors is 
»im working to the benefit erf 
foreign firms. Many foreign 
tankers say teat fund manag- 
ers are becoming more con- 
cerned about their perfor- 
mance, and that this bas led to 
for more Interest than in the 
past in the fondamentels 
mire the stockmarkeL Funda- 
mental research is an area in 
which foreign firms can boast 
strength. Institutional inves- 
tors are looking at yield gaps 
and earnings yields, rather 
than assets and market 
themes, says Jonathan 
McClure, an investment strate- 
gist at Schroder Securities. 

As acquisitions have become 
big business in Japan, with a 
growing number of Japanese 
ftr wiH buying into both US and 
European names, foreign secu- 
rities companies have, also 
been boosting their mergers 
and acquisitions capacity in 
expectation of a rise in cross- 
border deals ahead. Japanese 
firms have a wide network that 
brings them fotn contact with 
prospective Japanese buyers, 
but it is the foreigners who 
often have better access to the 
crucial information, of who is 
iq > for sale. 

Mr Murakami, at Schroders, 
says that the securities indus- 
try is now ahnnrt completely 
free of barriers to foreign pene- 
tration. As Japan’s financial 
markets become more sophisti- 
cated and internationalised, 
and the peculiarities of tradi- 
tional business nugWitas give 
way to more universally stan- 
dard practices, the taaimea for 
foreign Anns looking better 
than ever before. 

Mlchlyo NakamoCo 
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Discover what NKKS 
can do for you. 

The Nippon Kangyo Kakumaru Securities 
Co., Ltd. -NKKS- . A&Zu*. 

is one of Japan’s most 
dynamic growth-oriented 
financial institutions. From 
its base in Tokyo, the 
world’s largest capital 
market, NKKS works 
through a powerful 
international network 
reaching to all comers 
of the globe. Its highly 
trained investment 
counselors, backed by the 
information-gathering 
capabilities of the Kangyo 
Kakumaru Research Institute, are 
bringing timely and expert advice and 
assistance to investors worldwide They 
can do the same for you, too. . " 

Look into NKKS. The more you learn 
about us, the more you’ll want to know. 


,„Ud. 

Head Office: 1-6-1, MaraooncH Chiyoda-ku, Tokyo 100, Japan TeJ: 03-286-7451 Tetex:J24930XANGYDKS 

Nippon Kangyo Kakumaru (Europe) Ltd. 

Garden House, 18 Finsbury Circus, London EC2M 7 AT, UJL Tel: 01-638-4871 Telex :886221 KANGYO G 

•Nippon Kangyo Kaki*rvmi(Swrtzerf^ Zurich • Nippon Kangyo Kakwnaru International Ina-New York, Los Angeles 

•Nippon Kangyo KaKuownrfAawJLUi — Hong KongteNKK Merchani Bank(Swgnpore)Ltd,— Singapore. 

Overseas Representative Offices Pansi, Frankfurt. MteaBalw am, Sydney, Beyng. Seoul. . 
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— between us and our customers— 
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ogr worldwide business network: 
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timely and effective financial services. 


J^RfiMbNBank 






T* 


JAPANESE FINANCIAL MARKETS 10 


FT writers assess the presence of Japanese companies in HONG KONG 


The test-bed for global aspirants 


HONG KONG has established 
itself as the number one desti- 
nation for Japanese financial 

tnuttiii Unffij pypantting in Aoia 

A steady flow of new arrivals 
from the banking and securi- 
ties sectors has accompanied 
large investments in 
taring, retailing and real 
estate, boosting the colony’s 
Japanese population to over 
LLOQO. 

The past year has, In partic- 
ular, seen interest from 
smaller securities houses and 
regional banks, many taking 
their first step out into the 
region. There are now 38 Japa- 
nese securities houses in the 
territory , while the number of 
licensed representative offices 
for Japanese banks grew from 
20 in January 1989 to 31 by the 
end of February 1990 - includ- 
ing six approved but not yet in 
operation. 

Part of the reason for this 
fnfirar of regional is a 

need to follow domestic cus- 
tomers as they expand over- 
seas, or risk losing long-estab- 
Hdiwi cheats to bigger banks 
which already have large 
regional networks. 

But this natural ba9e of busi- 
ness is secondary in impor- 
tance, for Hong Kong has 
assumed a rale as a testing- 
ground for banks wishing to 
gain some international expo- 
sure, or build up experience in 
areas such, as broking and 
underwriting closed to them 
back home because of article 
65, Japan's version of the US 
Glass-Steagal Act 

The territory’s traditional 
nde as a jumping off point for 
China-related business is also 
an attraction, though political 
uncertainty has depressed 
activity in fhia area. In addi- 
tion, Hong Kong is an impor- 
tant offshore centre through 
which lonrm are booked. 

According to statistics from, 
the colony's banking commis- 
sion, in 1988 Japanese-owned 
banks accounted for deposits 
totalling HKgaobn, represent- 
ing a 9.5 per cent share of total 
deposits in the banking sys- 
tem, which were valued at 
HK$846bn. However, broken 
down by size of assets, their 
share amounted to HKSLOBbn 
out of HK$3-698bn, or 56 per 
cent. The large discrepancy 
between assets and deposits, 
and the feet that over 90 per 
cent of the assets of the Japa- 
nese haulm were foreign cur- 
rency-denominated, illustrates 


this use of Hong Kong as an 
offshore booking centre. 

Though Japanese hanks are 
frirrraging their share of the 
territory's deposit base, they 
are unlikely to make dramatic 
inroads, because foe only way 
to get a multi-branch licence is 
to acquire an existing bank. 

Competition at the retail 
level is between the estab- 
lished banks with branch net- 
works, said Dr Alan McLean, 
chief economist at the Hong- 
kong Bank. Aside from the 
local henks, these are primar- 
ily Standard Chartered, from 
the UK, some old established 
US banks, and the banks 
within the Bank of China 
group. The latter have a mar- 
ket share of around 20 per cent 
of deposits. 

Despite the lack of a large 
Hong Kong dollar deposit base, 
Japanese banks still play a 
subs tantial role in syndicated 
loans pot together In the col- 
ony, few of which are without 
substantial Japanese participa- 
tion. 

Such loan business is the 
bread and batter of foe Japa- 
nese banks in Hong Kong, but 
some, iiw> Bank of Tokyo and 
Industrial Rank of Japan, have 
expanded into -areas such as 
the underwriting of new equity 
issues. When department store 
group Yaohan was floated on 
the Hong Kong Stock 
ihrahangie, in September 1988, 
seven out of the nine under- 
writers were Japanese securi- 
ties houses or broking subsid- 
iaries of big banks. 

These included BOT Interna- 
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THE GROUND in London has 
literally been foundering to the 
sound of Japanese financial 
institutions. 

Following a mass of new 
arrivals in recent years, there 
are now no fewer than 50 Japa- 
nese banks in the City and 37 
securities houses, making the 
Japanese the largest foreign 

flnanf-fa l ram m unit y aftwr thw 

Americans. But while the US 
presence is dwindling; the Jap- 
anese continues to grow, and 
will probably become the larg- 
est next year. 

In addition, a dozen Japa- 
nese hanks have obtained list- 
ings for their shares on the 
London Stock Exchange. One 
of foe most recent was Total 
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On top and In front Japanese tamtams .names already abound Jn the colony 


experience within’ foe region. 
Their swelling -numbers have 
mate the business of iwiifag 
Japanese equities intensely 
competitive in Hong Kong, and 
wiafco mnet nffiww loas making 
ventures designed to build a 
presence for the future. 

Life insurance companies,; 
with vast funds to deploy and a 
desire to their ’ mn g ht. 


Despite the lack off a large Hong Kong dollar 
deposit base, Japanese banks still play a 
substantial role in syndicated loans that are 
put together in the colony 


tional (HK) and IBJ Aria, co- 
operating with established 
broking giants back home such, 
as Nomura International and 
Yamalchi InternationaL It is 
foe opportunity to get involved 
in such transactions, first in 
Hong Kong; and than luring the 
experience to move elsewhere 
in the region, that is of particu- 
lar attraction to the Mg banks 
operating in the colony. 

For their part, the securities 
houses have also been arriving 
in large numbers. Most are 
man one- or twoman 
doing little or no research, 
being initially content to pin 


f n g in Asian equities, are q i° n 
in Hong Kong. No fewer than 
three have emerged as holders 
of 1 per cent of the share capi- 
tal of the Hongkong and 
Shanghai Banking Corpora- 
tion, of which no investor may 
hold in excess of 1 per cent 
without board appro v al. 

Last month, Nippon life 
Insurance disclosed its stake, a 
pmnth after Maffi Mutual life 
Insurance announced a hold- 
ing, saying that it wished to 
seek co-operation with the 
Hongkong Bank in areas such 
as information-sharing and the 
pnamhle Bending of trainees to 


Hong Kong. 

In - early 1989, Dai ■ Ichi 
Mutual Life Insurance also 

annnnnped that it held 1 per 
cent and was seeking coopera- 
tion with the Hongkong Bank. 
Clearly, despite the political 
uncertainty in- the runup to 
1997, Hong Kong remains a 
major target for Japanese com- 
panies as they achieve greater 
prominence throughout Ada 

The territory remains a large' 
market for Japanese exports, 
while Japan's involvement in 
the local manufacturing sector 
is second only to the US in 
terms of overseas participa- 
tion. Most popular are electron- 
ics and electrical products. By 
bringing in new technology, 
Japanese companies have 
established themselves as 
majftr tenants at Hang Kang's 
two industrial estates — gov- 
ernment land set aside for new 
technologies or companies 
requiring special processes or 
heavy equipment, which would 
be impracticable in many tradi- 
tional higl^rire factories. 

Companies such as CJtoh, as 
wall as Allied Kajima, have sig- 
nificant Interests in local real 
estate, while most conspicuous 
of all has been he interna- 
tional, which acquired SO per 
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tent : af the bond centre office 
building from Bond’ Corpora- 
tion lutemBttnnar -In 1987, and 
■ last year bought ont its paxtoer 
to become the sole owner of 
one of Hong Kong’s most 
soughtafter addresses. 

Japanese companies also 
d ominate the local department 
store sector, with chains such 
as Yaohan, Sogo, Da imam and 
Mitsokoshi - household 
namM in Hbng Kong. And in 
tim'ctmstnictimi industry, com- 
panies with Japanese links, 1 
such as Kiunagai Gmni HK 
and G ammon T JIaWmati m , are 
formidable competitors. 

Perhaps it is the construc- 
tion sector which holds the 
greatest promise for further 
Japanese inroads. Contracts 
wiH soon start to be awarded 
for the huge new airport, port 
and related Infrastru cture pro- 
jects, at a total cost of 
HKJ12Tbn. 

Japanese', contractors are 
likely .to be at the forefront, 
and, with 50 per cent of the 
ffoamring to oome from the pri- 
vate sector, this should provide 
a natural source of new loan 
business for the Japanese 
hanlcH in tiie ter r itory. 


Michael Marray 


ing director Mr Kamaki 
Ohmori it was tairtng the 
step to increase awareness of 
its name in the market at a 
time when it was expanding in 
Europe - a -view that all the 
other Japanese, arrivals would 
echa 

, From the European view- 
point, this invasion has been a 
dramatic demonstration' of the 
international ambitions of the 
Ja panaa ' flnapclil community, 
and it has been- greeted with a 
mixture' of fear and respect. 
Fear fin: the might of Japan 
Finance Inc, but also respect 
for the deliberate and orderly 
way in which the Japanese 
houses have planned their 
advance. 

But toe approach of the Jap- 
anese appears to be changing. 
In the 1960s, the emphasis was 
on building up volumes: Japa- 
nese banka emerged as domi- 
nant players in foe. Eurobond 
Issuance market, and in inter- 
national loan syndication. 
They also took a large slice of 
specific UK markets like local 
authority finance, and foreign 
currency lending. Typical of 
their approach was their heavy 
involvement in the financing 
for the Eurotunnel, where they 
took SO per cent of the bank 
fmflnra. 

But none of fosse markets is 
particularly p roftedda^ gad the 
banks’ Interest is now switch- 
ing towards more fee-driven 
business, particularly corpo- 
rate finance and investment 
banking. 

A dear instance of this was 
the acquisition last summer by 
Bank of Yokohama, of Guin- 
ness Mahon, a City merchant 
hank. It was a small rioaT (Ibbi 

than £100mX but it marked a 
significant “first" in UK bank- 
ing. It also appeared to reflect 
foe Japanese banks’ growing 
expectations of deregulation in 
their home ma rket, and there- 
fore the need to take advantage 
of London’s relatively relaxed 
regulatory regime to gain expe- 
rience of new tirwn <rf business. 


. . . and in the US 
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Alliances and 


xenophobia 


JAPANESE investments in the 
US, whether on Wall Street or 
in the depths of Tennessee, 
have had a n o ticeable impact 
on both the American economy 
«nd the American tehvl n 

Japan now ranks second 
only to Britain when it oomes 
to investments in the US - 
and if the rate of growth 
remains constant, Japanese 
investments will surpass Brit- 
ish fhi» year. 

Last year, publicly-reported 
Japanese acquisitions .of US 
corporations climbed 8 per 
cent, to a record $13.7bn. from 
$ 12 . Japanese industrial com- 
panies and financial institu- 
tions took part in 174 takeovers 
and related, transactions, com- 
pared with 130 deals in 1988, 
according to Ulmer Brothers, a 
New York-based investment 
bank which specialises in 
merger-related business 
. between US and Japanese com- 
panies. 

According to the Japanese 
Economic Institute, Japan 
directly invested $53L4bn in the 
US in 1968, up $20bn from the 
previous year. 

- The piddle reaction to this 


at times, almost screamingly 
xeiraphofaic. The rate at which 
Japanese investments have 
grown is partly responsible for 
the public outcry- But equally 
important are the fears that 
Japan is usurping the US as 
- the world’s pre-eminent eco- 
. nomic and industrial force. 
Furthermore, there is the 
memory of Pearl Harbour, - 
which may explain why 
Americans but have not 
reacted as vehemently to the 
huge British and Canadian 
investments in the US. 

Americans may express con- 
cern about the volume of Japa- 
nese investments in their coun- 
try, but when it looks as If 
those levels may trail off; Wall 
Street gets foe jitters. Nowhere 
was this dearer than in the 
Government’s $30bn quarterly 
refunding auction. In February. 
During the month before the 
auction, the Street was shaken 
by persistent rumours that 
Japanese buyers would stay 
away unless there was a sharp •„ 
rise in yields. US bond and 
stock prices moved broadly 
lower as a result. 

. In the end, bidding demand 
fell short of average, but was 
not the catastrophe that some 
analysts had expected. Japa- 
nese investors bought between 
20 and 25 per cent of the Trea- 
sury’s 30-year bonds, aHhrm gh 
bidding was stronger than 


expected for three-year notes, 
at 35 to 40 per cent This com- 
pares with Japanese bidding 
for between 35 per cent to 40 
per cent of the 30-year issues in 
August and 15 to 17 per cent of 
the three-year notes. 

According to one analyst, 
the flow of Japanese capital 
into the US Treasury bond 
market is so powerful that it 
has broken the traditional rela- 
tionship between interest rates 
anti tha business, cycle. 

Eight of the prim ary dealer- 
ships in US nwTcmimnt securi- 
ties are now in Japanese 
hands. This requires them to 

hit) at t he BTirfi ro m fy > iwarintelT^ 

the franchises they fought 
hard political battles to win. 

US bonds have been attrac- 
tive to Japanese buyers, 
because they are considered to 
give higher yields than those 
issued in yen, even though the 
dollar may be softer than the 
yen. However, when the yen 
appreciated sharply against the 
dollar last year, some Japanese 
investors incurred Mg losses. 

A number of Japanese 
US financial institutions are 
forming affiances in order to 
have access to each other’s 
markets. For example, in 1989 
Security Pacific Corp agreed to 
sell Mitsui Bank a 5 per cent 
stake of its consumer mid com- 
merdal services groups, which 
serve a US market the Japa- 
nese have found hard to crack. 

Yasnda Trust & . Banking, 
one of Japan’s biggest trust 
banks, last March took a 49 per 
cant stake in a new venttne 
with certain - principals of a 
closely-held Chicago consulting 
firm. Merger & Acquisitions 
Strategies which acts as an 
adviser on medium-sired take- 
over and mergers, atth/mph it 
doesn’t take a financial rale in 
foe transactions. According to 
a manager at Yasnda, they will 
together locale Japanese inven- 
tors for M&A transactions 
introduced by M&A Strategies. 

The concept of mergers and 
acquisitions is still relatively 
new in Japan/^ Yamalchi, one of 
foe four fop securities compa- 
nies in Japan, last year formed ' 
an Inves tment banking joint 
venture with Lodestar: an 
American investment bank 
specialising in mergers and 
acqtdattloxte. . 

Conversely, a number of US 
firms are mitering partnerships 
with Japanese companies, in 
order to have greater access to 
Japanese markets. Pacific Net- 
works last year entered a stra- 
tegic partnership with Yasnda, 
which win act as first Pacific's 
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in EUROPE . . . 


London Is the 


springboard 


Another instance was the 
decision by the Industrial Bank 
of Japan to join the Loudon 
Stock Exchange and launch an 
equity trading business - 
som ething it would not have 
been allowed to do in Tokyo. A 
further departure has been in 
the direction of fund manage- 
ment. In December, Bank of 
Tokyo bought out its joint ven- 
ture with Touche Remnant to 
form what it claims is foe larg- 
est Japanese fund management 
business in Tondon, with $2bn 
of assets. 

Virtually all the leading 
baiiks and securities houses 
are also developing mergers 
and acquisitions business, 
mnrtang a dear advance into 
the realms of “intellectual" 
banking: the giving of corpo- 
rate finance advice. This has 
entailed their hiring a number 
of European corporate finance 
specialists and adapting more 
closely to the City of London 
“culture". 

One area where the Japanese 
have not yet shown strong 
interest Is retail financial ser- 
vices: they all say their expan- 
sion wil be in the wholesale 
and institutional banking and 
securities markets. There have, 
nonetheless, been minor excep- 
tions. SumttomO Rank marie a 
small sally into mortgage lend- 
ing, and it was strongly 
rumoured that an unnamed 
Japanese bank was among the 
serious bidders for the York- 
shire Bank, the regional retail 
hank which was put up for sale 
at the end of last year. 

A particular reason for 
expecting farther banking 
arrivals in London from Japan 
was the resolution at the end 
of last year of a long running 
dispute between the UK and 
Japan over reciprocal access to 
the Japanese market for UK 
banks and brokerage houses. 
Although RgnV of Bw gbmri 
would never admit it, it was 
discouraging Japanese banks 
from applying for licences until 
two UK houses, BZW and 
James CapeL were granted 
seats on the Tokyo Stock 
Exchange. That has now come 
about, and several Japanese 
regional banks are now under- 
stood to be in line for authoris- 
ation in London. 

This was highly untypical of 
the . UK, which, has always 
prided itself on the openness cf 


the City’s doors. But It 
reflected the strength of feeling 
in the City about what was 
considered to be unfair prac- 
tice at the Japanese end. 

Looking ahead, there is little 
doubt that a major impulse for 
the growth of Japanese bank- 
ing in Europe is the prospect of 
the single market after 1992. In 
order to benefit from the single 
market themselves. Japanese 
banks and securities bouses 
will have to incorporate a sub- 
sidiary in at least one EC coun- 
try. 

So far, most of them have 
chosen London, reco gn is in g its 
lading role as the financial 
centre of Europe. But some are 
also looking elsewhere. For 
example, Mitsubishi Bank is in 
the process of deciding where 
to locate its European head- 
quarters. According to Mr Tsu- 
neo Wakai, deputy president, it 
may opt for Frankfurt rather 
London, because of the 
growing importance of the Ger- 
man market. 

As It is. many Japanese 
banks have already opened up 
subsidiaries or branches In 
Germany, which is possibly 
their second most popular 
European country. Their next 
steps are likely to be in France ^ 
and Italy. They have been rep- 
resented for some time in Swit- 
zerland, which is an important 
market for their securities 
issue business. Six years ago, 
Sumitomo Bank bought a large 
stake in Banco del Gottardo, 
which, until the Guinness 
Mahon/Yokohama deal, 
remained the largest Japanese 
bank acquisition in Europe. 

Aside from seeking to build 
up their European business, 
Japanese financial institutions 
are keen to get closer to the 
European market because of 
the strong interest being 
shown by the Japanese corpo- 
rate clients in expanding In 
Europe as well. And that 
includes the new import un ities 
arising in East Europe. 

Japanese bankers and bro- 
kers all expect to see a high 
level of merger and acquisition 
activity by Japanese compa- 
nies in the years ahead, and 
they want to be in a position to 
advise on and finance deals. 
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In order to have access to 
tiie huge flow of institutional 
funds m Japan, Wells Fargo 
last year formed a joint mon- 
ey-management venture with 
Japan’s Nikko Securities. The 
affiance will give Wells Fargo 
access to Nikko’s huge client 
base In Japan, where Nikko is 
a leader in index-based invest- 
ing; in. addition to Nikko’s base 
in Europe. 

Nikko is paying $l25m for 
what is effectively a half-share 
in two Wells Units, Wells 
Fargo Investment Advisors and 
the parent’s Wells Fargo tbmir 
Advisors Trust division. 

In exchange, Nikko will ben- 
efit by having access to Wells* 
.expertise when- the Japanese 
pension-fund business opens 
up to 73 securities firms for the 
first time this year. 

Wells Fargo is already the 
adviser for a fund Nikko estab- 
lished late In 3988 for Japanese 
Investors to purchase US 
stocks and bonds. 

Perhaps foe most emotion- 
aUy . wrenching Japanese 
investment for Ameri cana to 
digest was when Mitsubishi 
Estate took a 8846m: or 51 per 
cent, stake in foe Rockefeller 
.Grasp, last year, giving Mitsu- 
bishi control of New York’s 
Rockefeller Center. 

The biggest investment by a 
Japanese company to the US 
last year was when Sony paid 
$&45bn for Columbia Pictures 
Entertainment 

These big investments cau sa 


a certain amount of friction, 
which was recently noted in a 
speech by Japan's Foreign Min- 
ister, Mr Taro Nakayama. “It is 
worth noting that now people 
in the US are feeling use 
threatened by foe USSR and 
some are expressing the view 
that the economic threat from 
Japan is more serious thaw the 
mflttary threat from the Soviet 
Union." 

In order to help allay fears 
over Japan’s huge investments 
to th e US, the Japanese Gov- 
ernment recently said it would 
offer Japanese companies iiy 
tax deductions if they give 
money to US hospitals, schools 
or Philanthropic acti vities. 

The Japanese Chamber of 
Commerce has also distributed 
5.000 copies of an 85-page hand- 
book, containing advice to 
Japan-based companies In 
America on supporting local 
charities and volunteering to 
work for local organisations. 

However, the future is far 
from certain. The recent politi- 
cal ch a nges to eastern Eurqpe 
may . have dramatically altered 
foe outlook fin- future Japanese 
investment in the US, and 
there is already tafic tfr pt fop 
Japanese are starting to V y* 
east instead cf to the US for 
future Investments. Americans 
may find themselves wishing 
for a return of the days when 
the nation was the apple of foe 
Japanese investor's eye, wifi- 
jng.to p ay high prices for US 
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fe arrange only those mergers that we know 
will result in long-term business harmony 


lumKtogemer, grow togemer 
Think about it. 

Pierre and Marie Curie. Wilbur and 
Orville. Gilbert and Sullivan. 

Irrefutable proof, one and all, that two heads are 
better than one — as long, of course, as they work with 
one another toward their common end. 

At Nikko Securities, we believe that no two 
entities, business or otherwise, should come together 
without common principles and a common vision. 

Which is why all the M&A transactions we’ve 
arranged so far have been friendly in intent 

All provided mutual benefits in equal measure. 

And all, predictably, have led to accelerated 


Global connections, total services 

Recently, Nikko put this policy into practice by 
strengthening our own ties with the Blackstone Group 
of New ybrk who, like us, have no dealings with raid- 
ers. And no financial buccaneers for clients. 

Backed also by our 119 branches across 
Japan, M&A teams in almost every office 
in our 19-country network, and 
comprehensive financing services, 

Nikko is positioned now as never before to bring busi- 
nesses together from around the world. 

If you haven’t yet hit the right chords in your 
search for new business partners, it’s time we had a talk. 

It could be the prelude to a great joint performance. 
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The Nflcfco Securities Co* (Europe) Ltd. 

55 Vict oria S treet, 

London SW1H 0EU, United Kingdom 
Td: 01-799-2222 Telex: 884717 


The N9da> Securities Co, Ltd. 
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William Hall on corporate finance in a changing climate 


Making the most of the surplus 


CORPORATE treasurers the 
world over must envy their 
Japanese counterparts. In the 
last few years, Japanese corpo- 
rations have enjoyed a near* 
perfect equity environment 
The steady re-rating aS Japa- 
nese corporate paper - aver- 
age price-earnings multiples 
have doubled since 1983 - has 
meant that companies have 
been able to raise sums of 
mousy undreamt of ten years 
ago. 

UBS Phillips & Drew esti- 
mates that Japanese compa- 
nies raised Y26,TO0bn last year, 
which was SO per cent more 
than the year before, and 
roughly five times as much as 
five years ago. In 1989, corpo- 
rate fund raising was the 
equivalent of $178bn r which is 
more than the combined stock- 
market capitalisation of all but 
the half dozen biggest markets 
around the world. 

The rapid in Japa- 
nese equity market over the 
last few years has resulted in 
breathtaking stockmarket capi- 
talisations for Japanese compa- 
nies, which in most other 
respects are little different In 
size from their overseas rivals. 

NTT, Japan’s biggest com- 
pany, is capitalised at over 
SlSQbn, yet its workforce is no 
bigger than that of British 
Telecom, which is capitalised 
at around tSObn, and consider- 
ably smaller than that of AT & 
T, which Is capitalised at just 
over $40bn. 

Much of the money raised by 
Japanese companies has gone 
Into ftnwting ambitions capital 

Investment plans, overseas 
acquisitions, and debt reduc- 
tion. However, because they 
are not constrained by con- 
cerns about earnlngsper-share 
dilution, which would nor- 
mally curb most western com- 
panies' appetite for new capi- 
tal, many have taken full 
advantage of their heady stock- 
market ratings to borrow more 
money than they need. Japan 
has come to be an Investment 
banker’s paradise. 

One visible result is that 
financial profits on deploying 
this surplus liquidity have 
come to loom increasingly 
large in many corporate profit- 
and-loss accounts. In recent 
years, it has been quite usual 
for recurring profits to exceed 
operating profits, because of 
financial transactions. Accord- 
tag t o a recent Nihon Kelzal 
Shimbun survey. Interest costs 
of the 1J02S major Japanese 


companies rose by 10 per cent, 
to Y2763bn, in the six months 
to September 1989, while finan- 
cial income rose by a third to 
Y1^35bn. This led to a one 
fifth fall in net interest 


This was all very well whoa 
the stockmarket was going up. 
But the near-10 per cent tall in 
Japanese bond prices since the 
end of the year, and the even 
bigger fell in Japanese equity 
prices, has meant that finan- 
cial transactions are now 
endangering Japanese corpo- 
rate profit growth, as apposed 

to anhanring jf, 

Mr Akira Suzuki, Morgan 
Stanley’s respected Japanese 
strategist, says that many com- 
panies which engaged in zair 
tech, ex financial en gineering , 
now fece capital losses and this 
will eat into corporate profits 
which were already not as 
strong as they seemed. 

There are several basic ways 
in which Japanese corpora- 
tions can increase the yields on 
their surplus liquidity. They 
can go down the scale of credit 
quality. In search of higher 
returnstfhey can increase the 
maturity of their Investment; 


or they can fab? positions and 
risk the market going against 
them. The degree at financial 
ag gressi veness varies greatly. 

Matsushita, which in 
of size, ranks among the top 
half dozen non-finandal Japa- 
nese companies, is very wuich 
at the conservative end of the 
spectrum. It has no short-term 
borrowings and liquid 
resources of Yl,575bn, or 
around $10^bn. The biggest 
portion - Y656bn - is in cash 
or cash-equivalent; Y607bn is 
In marketable bonds; and 
another Y312bn is held in secu- 
rities. Despite its inherent con- 
servatism, financial profits in 
its last financial year increased, 
by 27 per cent to Y89bn and 
accounted for 17 per cent of the 
group’s pre-tax profits. ■ 

The majority of its surplus 
liquidity is invested in fixed-in- 
terest markets and overseen by 
the corporate financial and 
accounting department, based 
in Osaka, which reports to Mr 
Masahiko Hirata, one of the 
group’s executive vice presi- 
dents. The primary purpose of 
the financial department is to 
maintain adequate cash 
reserves, to meet the group's 


capital needs. 

The two key elements of 
Matsushita’s investment strat- 
egy centre on ensuring the 
safety of tiie nrmrhw! and the 

marketability of the various 
Investments. The need to make 
a profit is regarded as subsid- 
iary. Foreign exchange daaHng 
is limited to the group’s own 
currency needs, and does not 
involve poeitlonrtaktag. 

The company has no specific 
limits on the size erf its various 
investments, but it does not 
invest in equities directly, and 
rod-estate investments are lim- 
ited to a subsidiary, Matsush- 
ita Industrial Development 
Company. It does use Tokkin 
funds, hut if protects its expo- 
sure by wmH-mg 1 its investment 
to the amount which can be 
covered by the latent profits on 
its investment in bonds. 

If the Japanese equity mar- 
ket were to drop by another 23 
per cent, Matsushita says it 
would have little impact on its 
performance, because of its 
heavy weighting on fixed-in- 
come investments. Less conser- 
vatively managed Japanese 
companies cannot afford to be 

SO wnigninp . 
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Its money 


Michlyo Nakamoto on the training of young brokers 


Generalists, not specialists 


JAPANESE securities firms 
take the long-term approach to 
staff training. 

T.jfpHma employment is still 
the norm, ami tr aining is an 
important investment. “The 
company cannot grow unless 
each employee grows," says an 
official at a leading Japanese 
securities firm. 

lithe most Japanese graduate 
employees, the recruit at a 
securities firm begins tr aining 
early in the first month on the 
job at the company training 
centre. There, dozens, and 
often hundreds, of young 
recruits spend their days and 
nights together. One former 
trainee described it as "like 
being squeezed into a can for 
several weeks." The trainees 
are there to experience a group 
initiation into the ways of the 
securities industry, and of the 
firm they have joined. 

Nomura Securities, which 
accepted 500 new employees 
this year, will send 170 of its 


recruits to one company train- 
ing centre, 200 to another, and 
the rest to a rented facility 
when training will last from 
mid-April to early June. 

For over a month, five days 
a week, eight hours a day, 
trainees from all aver the coun- 
try lectures and semi- 

nars together. They share 
rooms, meals and a communal 
bath. Group discussions and 
private meetings with their 
instructors often extend late 
into the night. 

Fre shman training is as 
much an o pportu n i ty for the 
new employees to get to know 
each other as it is for fham to 
get to know the company ami 
us corporate culture. After the 
training session, they will once 
again break up, as they take up 
their new posts at headquar- 
ters or in branches. 

Training in the initial years 
plays a crucial role in laying 
the foundations for a stockbro- 
ker’s future with the company. 


Through formal, group train- 
ing and less formal, on-the-job 
training, the newcomer in' a 
Japanese securities firms is 
expected to accomplish two 
objectives early on In his 
career. 

The first Is to acquire a basic 
knowledge of the securities 
business. The second, which is 
just as important, is to get to 
know the company, its struc- 
ture and its reso urc es, and how 
to wain* n<M> of *b« various ser- 
vices available. Learning to 
become a company mania just 
as Important as learning to 
become a stockbroker. 

“The first year is a time for 
the new employee to build his 
foundation as a Nomura man," 
says Mr Shigekaxu Wakabay- 
ashl , manag er of the education 
and training department, at 
Nomura Securities. 

Apart from the bnud c man- 
ners and Hiring that will distin- 
guish hhn as a Nom u ra man , 
each employee must learn to 


identify his role within the 
organisation. Through role- 
playing and case studies, train- 
ees are taught to recognise 
what is required of them : at a 
Specific unitor specific Cfr- 
wimirfjnffM, 

After their formal training 
period, the young recruits 
report to their assigned jobs. 
Those destined to become 
salesmen are sent to a branch 
office where they are taken 
under the whig of experienced 
brokers - their senpai. 

A senpal acts as an older 
brother to his younger col- 
league, teaching him the ropes, 
offering practical advice and 
encouragement, often in after 
hours sessions at the local bar. 
"Japanese companies have a 
pyramidal structure, with the 
older employees locking after 
the younger ones,” says a Japa- 
nese brutes' who now works for 
a foreign firm. 

For the first few months, 
first-year salesmen are taken 


around by their senpai to meet 
clients. Most companies do not 
impose quotas on their sales- 
men for the first year. Even at 
Nomura Securities, which is 
widely thought to be strict on 
quotas, Mr Wakabayashi 
insists that this is so. Even so, 
at Nomura quotas are thought 
to have a beneficial influence. 
"Our image of quotas is post 
five,” -says Mr Wakabayashi. 

It Is not long before new 
gnu>giTit » n must f ac e uo to <te 
need to fulfil quotas - the 
most stressful part of. the job, 
according to many brokers 
who left their Japanese jobs to 
join western firms. After a year 
or two, the newcomer is expec- 
ted to contribute to the sales 
quotas that are handed down 
to ?te entire branch. 

“Selling equities is not so dif- 
ficult, but’ unless we can fulfil 
the entire quota that includes 
i nvestment trusts and bonds, 
we are judged a failure,” says 
one former employee of a Japa- 
nese securities firm- There is 
intense pressure on everyone 
to contribute to the branch 
quota, and women employees, 
the so-called “window sales 
ladies,” are not exe mpted from 
the rule. 

A first-year salesman at 


Nomura Securities goes 
through several more training 
sessions daring the year, 
which generally last a few days 
each. . In addition, staff from 
the education and training 
departme n t travel to the vari- 
ous branches to see how their 
trainees are getting on. 

Training continues in the 
second and third year, 
aWhrmg h the n umb er of train- 
ing sessions fells to two or 
three a year. Nomura Securi- 
ties has farther training ses- 
sions for employees who have 
been with the company for 
seven years, those who have 
been employed toe Ilk and fin- 
branch managers. 

Employees of Japanese firms 
are often moved around from 
one section to another. This is 
true in securities firms, too, 
where promising employees 
will be given first-hand experi- 
ence of various aspects of the 
company’s business. The main 
difference between western 
firms and Japanese firms is 
that Japanese firms train their 
elite to become generalists 
rather than specialists. A hnml 
trader might suddenly find 
Miuaflf having to sell equities 
and vice versa. 

By the end. of the first year. 


there is a review to assess 
whether each employee is 
suited to his particular job. 

Young brokers are normally 
given a few years to prove » 
themselves. Contrary to popu- 
lar belief, creativity is highly 
valued and brokers are encour- 
aged to come up with ideas 
that might lead to business 
opportunities. 

Nevertheless, in the end, a 
stockbroker’s sales record is 
what determines the final judg- c. 
meat. "The figures show 
whether someone is suited to 
sales or not,” explains a Japa- 
nese broker. In this respect, 
Japanese securities firms are 
no different from their western 
counterparts. 

But employment in Japan is 
still widely seen as a long-term 
commitment, and firms will 
seldom fire their employees - , 

not least because they have 
made a considerable invest- 
ment in training threw- As one 
broker said: “If a salesman can- 
not generate the expected 
orders, a US firm will sack 
him, while a UK firm will 
make it extremely uncomfort- 
able far Mm to stay. Japanese 
firms wfll just find him a dif- 
ferent job within the com- 
pany.” 
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Havelfou Ever Wished for 
Comprobcwnedata 
on Japan's Hnandal Martlets? 
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Nihon Kelzal ShWfam 
Bosh Bouse, Aldwydi, 
M (01) 3794994 



With the growing opportunities for global diversification of investments, 
people around the world are focusing on Japan. NEEDS, Japan’s most 
comprehensive business database. Is the only source that can provide the 
dependable, quality information and basic data about Japan you need to 
actively and intelligently work the market. 

NEEDS offers a complete range of basic and processed data of unmatched 
quality and quantity: daily stock prices of 2,000 listings in Japan for the past 
3 years, bonds, market indices, portfolio data which covers information on 
risk and return, detailed financial data on 5,000 companies over a 25-year 
period, data on capital increase and bond flotation, and more. 

Naturally, you’ll have access to data on 1 each of the succession of futures 
and options being offered from the very first day of trading. 

This tremendous amount of data is available through various types of 
se rvices to suit individual requirements. 

•NEEDS-BULK Street quotations are sent in bulk to yoar comapter as soon as tbe 
Tbkyo stock market doses. 

•NEEDS-T3 This online service provides analytical data to aid yon in making i«iw 
funds or in portfolio management . 

• NEEDS-MT In case yoc require access to large volumes of this c onv e ni ent ma g i*— i f 

tape service is for you. 

If you are an analyst, fond manager, or investor, each of these services represent golden 
oooQ rt unMtt 

NIKKEI 

Nihon Keizai Shimbun.Inc. 




bJm, Tbkyo 100-66, Mi (09) 27ME5I Wee- . 

informat io n, contact 

Mm A Co. IK lid. 


Tfcnple Cant, 11, Queen Victoria Street, 
Hi (01) 832-0427 




Saftama Bank 

A sand banktag system matched to new bankng needs. 




lade financing? Syndfcated loans? taterraBonal 
securities? to these and other areas oflnte ma flonal 
banking Saftama flank has estabfehedtecapafaHy 
and awfibSty worldwide: For aver 40 yeas we've 
butt our sold base and sound banking system in 
the 'fekyo metropottan area, Japan's vigorous 
economic cental 


Saftama Bank Is fast-growing and Ibnand-tooMhg: 
Change-alentad-ftKaha And assertho — as seen 
in our electronic hankbig technology Grow together 
wBi Saftama Bar* — sound, experienced aid 
flodbta ta matching is services to new 
banking needs. 
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BAHAMA BANK 
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Keeping up with the news when you 
travel to the Far East used to be some- 
thing of a challenge. The worid 
seldom stands still. These days, in 
feet, just a few hours, can be enough to 
change history for ever. 

Happily for FT readers, staying in 
touch vfidll soon cease to .be a problem 
in Japan. . : p 

. Because from mid-year, when you 


travel in Japan the FT goes with you — 
fexed overnight by satellite direct from 
London, edited and printed locally for 
the start of the working day. Ask for 

your copy at the hotel or on the 

newsstands, in Tokyo or in other major 
Japanese cities. 

If you’re a resident, we’ll hand- 
deliver the FT to your office in central 
Tokyo, first thing every day. 


can Tokyo ( 03 ) 2951234 now 

and find out how to get 12 freeintrocftictory issues when you subscribe 










